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By virtue of the suthority vested in the Secretary of Agri- 
Culture by the United States Warehouse Act, approved August ll, 
1916 (39 U. §. Stat. L., p. 486), as amended, 1, Artimr M. Eyde, 
Secretary of Agriculture, do make, prescribe, publish, and 
&ive peblic notice of the following amendment of the regulations 
of tre Secretary of Agriculture for cotton warehouses, promulgated 
Poret 2¢,. 19S, under said Act, such amendment to be effective im- 


mediately. 


hy 


Amend Regulation 4, Section 1, Paragraph 2, to read as follows: 


"Every receipt, whether negotiable or nonnegotiabdle, 
issued for cotton stored in a licensed warehouse snall 
specify a period, not exceeding one year, for which the 
cotton is accepted for storage under the act and these 
regulations, but, uwoon demand and the surrender of tne old 
receipt by the lawful holder thereof at or before the oxpir- 
ation of the specified period, the warchouseman, so far as the 
available capacity of his warchouse then permits and upon sucn 
lawful terms and conditions as may be granted by him at such 
time to other depositors of cotton in the warehouse shall, 
if he then continue to act as a liccnsed warchousoman, cithcer 
extend the old receipt by making an appropriate notation 
thereon or issue a new reccipt for a further specificd period 
not exceeding one year. Further extension of the storage 
period may be made annually by appropriate endorsement or by 
issuing a new receipt, provided it is first determined by 
the warehouseman that the cotton has not deteriorated and 
if it has that proper notation of the changed condition be 
made on the receipt, and provided the warehouseman's license 


te still in effect." 


In testimony whereof I have hereunto get my hand and caused the 
official seal of the Department of Agriculture to be affixed in the city 
or Washington this 28th day of November, 1931. 


Mths ttl A 


Secretary of Agriculture, 


ean 





N 
4 VW WY) UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 


WASHINGTON, D. Cc, March 18, 1933. 


LEMORANDUM FOR WAREHOUSHIIEN AND GRAIN IDSPZCTORS LICENSED 
UNDER THE UNITED STATES WAREEOUSE ACT 





Gentlemen: 


There appears to be some misunderstanding as to the use which may be 
made of an inspection certificate issued by an inspector licensed under the 
Federal Warehouse Act, Such an inspector is licensed -— 


1. To determine the grade of the grain before it is stored in the 
elevator; 

2. To determine, when making delivery of the grain from the elevator, 
taat grain of the grade called for by the warehouse receipt is be 
ing delivered, and 

3. In each instance, whether the grain is in-bound or out—bound, to 
igSsue a grain inspection certificate, under the Warehouse Act. 


In other words, inspectors under the Warehouse Act are licensed 


1. For the purpose of enabling the elevatorman to put grain of each 
grade in bins, with grain of the same grade, 

ee To check the grain from time to time to determine that it is not 
going out of condition or changing grades while in storage, and 

3. To inspect the grain for the warehouseman at the time he is making 
delivery to make certain that grain of the grade called for by the 
surrendered receipt is actually being delivered. 


On the occasion of each inspection a licensed inspector is outaor- 
ized to issue the prescribed inspection certificate showing his determina 
tion of the grade of the grain, 


The certificates issued by the inspector are for tne benefit of the 
Wwarehouseman, the holder of the receipt, and the person who has surrendered 
the receipt for delivery. They mst not be used for purposes of accompli sh- 
ing sale of the grain. Certificates issued under the Grain Standards Act are 
the only certificates that can be recognized for that purpose in connection 
With grain moving in interstate or foreign commerce, and the Grain Standards 
Act makes the use of such certificates mandatory. 





This memorandum is written in the hope that it will once and for 
all inform each licensed grain warehouseman and each inspector licensed under 
the Warehouse Act on the proper functions of such licensed grain inspectors 
and the purposes for which certificates by such licensed inspectors may be 


used. 
Very, trate fours, 
«, 
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for many years the New York market hes besn suovplicd :7ith large quam~-.. 


tities of white eggs from nearby sources of supply and from the Pacific Coast.: 
These eggs are of very fine interior quelity and are very closely graded for 
shell condition and color, also for size or weight, with the result that eggs 


wWoich command the highest market price must mcet certain very strict technical 


andling and grading requirements. 


During the last year at a number of shipning points effort has been madc 
to candle and grade oggs so that they would comly with the exacting require- 
ments of the Nev York markct and command the highest market price. This state- 


ment is prepared for the purpose of presenting a clear explanation of the pro- 
<= = ps 


per application of the U. S. Standards and Grades so tnet eggs which are 
packed as U. S. Extras (Lerge) according to these Standards and Grades vill 


mect the strict requirements of the Now York market. The various factors of 


uality and packing requirements for U. S. Extras (Lergc) that necd particu- 
x Pp 


jar considcration will be discussed separatcly, 


Shell Mae Nex Yori markot is vory critical with respect to sneli color, 


white cgges must be chalk vhitc or very nearly chalk vrhite. 


"Croams” and "tints" should noveor be included in a pack of U. S. Ectras: of 


Chall white color, but they may bo imeluded in the grade of U. 5S, Sum; 


Sapshes 
ea BIE 


“hen there are sufficient cggs of a cream or tinted color to pack scparate 


cases, they should be packed scparatcly and marked as such. Im nacking brown 
eges, the light broin and the dark bro:m should bo sevareted. “hen there are 
mot sufficient light brown oggs to pack a soparate casc, they should be inclu- 


ded «ith the creams and tints in the pack of U.5.St-ndards. Grading for uni- 


N 


' 


form shell color and condition cannot be donc satisfactorily in a dark room 


only of the candle light. ‘4+ should be done in daylight or under a “blue” 
tight. Shelf grading for color and weight is tote preferred to the bench 
method and where two or more ¢andlers are required by the*keneh method, the 
greater advantages of the shelf method should be considered. In fact, it is 
impossible, except in daylight or:@irectly under a lamp,to select out the 
ereams, tints, slight stains, washed eggs, eggs taat have appearance of having 


been weshed or are shiny and should not be packed in a case of white or chakk 


MOLTuG Ue tay Bxuras, 


Egg Svape and Bees which are not normal in shape and of a sound normal 
Shel. Condition: 


condition should not be included in the grade ef U. 5S. 


aixtras.ceut should be placed in the grade of U. S. Standards, 


Interior The Nev York market is very tecimical en the question of yolk 
Ai 2 E ; ny i : : : 
Phra marie 


visibility and yolk mobility. Eggs which show a visible yolk 


4 


or a freely mobile zyolk are strenuously objected to in the grace of U. 5S. 
Extras. In candling eggs at shipping point it is highly important that ienly 


those eges be packed in the grade of U.S. Extras which from the standpoint 


“ 


of yolk visibility and yolk mobility are fully within the requirements of U. S. 


Extras. "Line" eggs and those of d@ubtful interier quality for U. S. Extras 


should always be placed in the U. 5. Standards. The grader of U. S, Extras 


at shipping point should attempt to have them grade 100% U. S. Extras or better, 


Air Cell. * Age in an egg is often evidenced by the size of the air cell 
Size and * | ; 

Appearance: and the darkened appearance of the lower membrane of the air 
cell, All eggs at shipving peint which show an extreme condition for. U. fe. 


uxtras in either the depth er a darkened lover surface of the air cell should 


‘ 


be placed in the U. S. Standards. 


_Size, Shape Kggs which meet the strict requirements of the New York 
IIE BN wel 


a 


market for U. &. Extras (Large) should weigh not less than 


45 pounds net per case nor less than 56 pounds gross, In fact, during the 





soring season when the laying hens are mostly ali mature and the number of 
eggs ef Medium size is limited,: the trade prefers those cases which weigh 

2 or 5 pounds more than the minimum mentioned. To obtain these weights, it 

is necessary that a 23 ounce minimum for individual eggs be usec. Eggs ~hich 
eveteh at the rate ef 22 ounces per dozen or less are objected to very stren- 
uously in the grade of Us. S: Extras (Largce),. Sven eggs which barely meet 

the minimum of 23 ounces are frequentiy considered too small for the grade of 
U. S. Extras (Large). Anpearance from the standpoint ef uniform size, shane 
and coior is a factor of very great importance, <A pack of eggs which doés 

not present a pleasing and satisfactory appearance from the standpoint of 
sneil color and uniformity in size, is greatly handicapped, The shell con- 
dition must be sound,sand all rougn, thin and other abnormal shell conditions 
are objected to in the grade of U. S. Extras. 

Hee Case, fillers The buyer of a case of eggs of fine interior quality, 
and Flats: 

lite Py large Size and unitorm shell color and shell condition, 
has a right to expect, and in the New York market he demands , that the eggs 
7 pecked an a cleany sound. case (preferably new) and in clean, sound pack=- 
ing maverials. The fillers and the flats must be absolutely clean, free from 
dust, dirt. and stains, else they will discolor the shell of the eggs. Used or 
second-hand packing materials are alvays likely to be dusty, dirty or stained. 
Therefore, they should not be used unless they are clean and absolutely sound. 
The trade does not object to a "ence-used" case, provided it is clean and 
sound and free from previous brand marks and old labels. The ends of a case 
containing eggs of the grade of U. S. Extras should be clean and printed tTith 


the brand and stamped with the grade, size and shell color, or should bear a 


brand label on which isstamped the grade, size and color of the eggs. 


Pa betes 


Gummed Paper At most ege: grading’ stations’ tere efes ‘are: packed: under 


Tape. Seal: 


‘Government’ grade, “e two-inch gummed paber tape approximately 
49 inches in length is placed crossirise-the ‘inside of the case after the 
first or bottom flict is placed in the ease, the ends.ef the tave coming up 
on eech side of the case so that when the »acking is tompleted the tro ends 
may be brought across and seaicd by moistening cone end which is lapped ever 


a . 


tape is stamped 


and pressed down on the other, -At most gracing stations the 
with the officialsegrade stamp after it is scaled by*1eserting a thin-pocrd 
under the tape at..the place the ’stamm is applied. This method of sealing 
each half of the case with a eurmed tivo inch tape strip has several advan- 
tages - (1) It prevents substitution of eggs of ‘inferior quality for eaten 
placed in the case at shipping point. (2) Iv ddenmtifies tie erader and da 


of grading, (3) The tape with the stamp upon it insures a certain deeres 


- 


of dependability of the grade and pack.~ (4)."hen the eges are eartoned 
direct from the case, the scaled tane strip nround thc fillers and flats ia 
each end of ‘the case enables the cggs in esch end of the case to be trans~ 
ferred to an open-side case by two simple opcrations,. ‘The eggs in each 
filler may be transferred (with an egc fork undcr the filler) three dozen 
at a time into cartons,. lhe unbroken tape strip holds the five fillers and 
the flats intact during the transfer oporation and tivo persons in 3+ minutes 
ean effect the whole operation of transferring the eggs into the open-side 
case, packing them from tue epen-sidc ense into cartohs, closing each carton 
and sealing with a certificate of quality and Haciing the cértons back into 
cases rea‘y for the delivery vagon.. .Closé candling and propor grading 
at the shipping point makes recendling at the'teriinal market unnecessary, 


thus reducing the expense of terminal markct handling by ome to ene and a 


half cents ver dozen, BY pecking the eggs at shipping point into cartons 


ESS 


ot! hl ot 
which adequately protect them from brsakage and deterioration in transit, the 
expense of terminal market recandling and cartoning is eliminated and also the 
costs of fillers and flats for the shivping cases except for two flats on each 
side of the case, one on top and one on the bottom, to give added protection 


and "provide a tight pack, 


Eges Packed in When dirty, dusty, soiled or otherwise unclean fillers 
Dirty Filters and 

Flats Should Not be er flats are used in packing cggs »xther than U. 5S... 
Stampec with Official 

Grade Stamp: Trades, U. S. Dirties and U. 8; Checks, or the conda- 


tiOnw@r the fillers, flats or cascs is such as to cause breakage, injury or 
soiling of the oges, graders licensed by the U. S. Department of Agriculture 
should not stamp the cases or the oummed tape seal om cach half of the case 
with the official grade stamp. This is very important because at a number of 
pradins Stations Tecontly, solled and dirty fillers and very dirty flats, have 
been used in packing eggs which resulted in the eggs becoming soiled and dirty 
and of such 4 condition that they havo to be classed as of a lotrer grade. Graders 
should at all times thoroughly inspect the packing material used and also the 
Gases and wherever the packing mMmterial or cases are not: in a) clean, sound con- 
dition, neither tho cases n@thc gummod tape seal should be stampcd vith the 
official grading stamps 


Respectfully submitted, 
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Speciatist lw Charge 
Division of Dairy and Poultry Products. 
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Ay UNITED STATES DEPARTMENT OF AGRICULTURE [| 7 =. OT] 
ay FY BUREAU OF AGRICULTURAL ECONOMICS AT Mia ay hy 
WASHINGTON, D. C, 





May 15, 1933 


MEMORANDUM FOR LICENSED CANNED FOODS 
WAREHOUSEMEN, INSPECTORS AND GRADERS. 


Gentlemen: 

mnclosed herewith are the following indicated copies of 
Service and Regulatory Announcements which contain United States 
Stendards for the canned commodities listed: 

No. 138 Grades of Canned Corn-—Whole—Grain Style 

No. 139 Grades of Canned Corn — Cream Style 

No. 140 Grades of Canned Peas 


No. 141 Grades of Canned Tomatoes 


No. 142 Grades of Canned Snap (or Stringless) Beans. 


Since all of the Canned Cor (Whole-Grain and Cream Styles), 
Peas, Tomatoes and Canned Snap or Stringless Beans graded for tne 
purposes of the United States warehouse Act mst be graded in ac-— 
Cordance with the standards described in tnese circulars, you will 
please read them carefully. 


Very truly yours, 





ee 

Hieino we Ost, 
In Charge, Administration 
United States Warehouse Act. 
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Gentlemen: 


It is common practice for brokers and wholesalers to frequently 
ship labels to a canner to place on zoods which they have bought from 
the canner. Sometimes this practice is carried to the warehouseman also. 
Many of these labels frequently do not represent the facts. For instance, 
it is not uncommon for labels to represent the product to be Fancy or 
some other grade when as a matter of fact it is nothing but a Standard 
and a poor Standard at that. This is clearly mislabelinz, and under the 
misbrandine clause of the Food and Drugs Act is prohibited. A question 
was recently raised here in the Department as to whether, if a warehnouse- 
man snould attach such labels to canned foods and the labels did not 
truthfully represent tne contents, he would be liable. The opinion that 
was furnished was that the warehouseman would be liable with the whole- 
salar or jobber. We are bringing this matter to your attention so that 
in the event you are asked to attach labels to canned foods which may 
be stored in your warehouse you will be doubdly certain that the labels 
do not misrepresent the contents. Otherwise you are liable to be in 
troudle with the Food and Drugs Administration. 


Very truly yours, 


“a 
wee Ss Yone, 
, Administration 
Varenouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE L 7 TET 
BUREAU OF AGRICULTURAL ECONOMICS Big bo 
ayo™" WASHINGTON, D. ¢. RECEIV 
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June 26, 1933. 


MEMORANDUM FOR LICENSED FIELD WAREHOUSEMEN 
Gentlemens, 


A few instances have come to my attention recently where it 
would appear that neither the licensed field warehouseman, nor his 
custodian or assistant custodian, are visiting their warehouses suf 
ficiently freqently. In our opinion either the licensed warehouse» 
man or Ais custodian should visit every licensed field warehouse at 
least once a week to see that the warehouse has not been ford bly 
entered, that the roofs are not leaking or may have been partly 
blown off by storm, and that the goods are in proper condition. It 
will not do for @ warehouseman to lock up the milding and then forget 
about it until a4 depositor may want some goods delivered. Sometimes 
delivereis are not desired for weeks. 


A licensed warehouseman has definite responsibilities to care 
for the goods he has in storage, and it doesnot seem to me these 
responsi bilities can be properly discharged unless each warehouse is 
Visited at least once a week and carefully scrutinized to see that 
everything is in proper condition including the products themselves. 
I hope each licensee will take this suggestion and act on it faithfully 
and conscientiously. Failure to do so may result in some unexpected 
losses to warehousemen, ‘This Department wants to support all licensees 
but it cannot support a licensee that doesn't carry out his responsi bilities. 


In Charge, Administration 
U. §. Warehouse Act. 
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6 UNITED STATES DEPARTMENT OF AGRICULTURE 


BUREAU OF AGRICULTURAL ECONOMICS 
xu | 
‘ | qi WASHINGTON, D. C. 


July ef, 1933, 


By virtue of the authority vested in the Secretary of Agricul- 
ture by the United States Warehouse Act, approved August 11, 1916 
(39 Stat. L. p. 486) as amended, and by the Regulations for Wrehouse- 
men Storing Canned Foods, approved April 29, 1932, as amended, I, Wiles A. 
Olsen, Designated Representative of the Secretary of Agriculture, hereby 
direct that no warehouse receipt issued for canned sour cherries, pitted 
or unpitted, stored in a warehouse licensed under said United States 
Warehouse Act, shall cover a period extending beyond April 30 following 
the year in wnich the camed cherries were packed. 


YDS Le 


Chief, Bureau of Agricultural Economics. 





ay UNITED STATES DEPARTMENT OF AGRICULTURE 
| Bureau of Agricultural Economics 
— pe oe Washington, D. C. 
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August 7, 1933 


TO CANNERS OF THE TRI-STATES ARTA. RPGR! 


Stem) 


Gentlemen: 


This Bureau will again operate a canned food grading office during the 
Canning season at Easton, Maryland. The office will be opened August 15, 1933, 
and will be in charge of Mr. Loyde M. Billman, who may be addressed as follows: 


Canned Fruit and Vegetable Grading Service, 
United States Department of Agriculture, 
Easton, Maryland. 


To this office samples may be sent for grading, or as far as practicable, 
Bureau representatives will draw samples upon request. Certificates of grade 
will be issued to financially interested parties requesting the service similar 
to the certificates now so generally in use in the fresh fruit and vegetable 
industry. Since these certificates are admissible in all courts of the United 
States as prima facie evidence of the truth of the statements therein contained, 
the convenience and value of such a commercial document in effecting trans- 
actions is readily appreciated. Certificates of grade will be issued on the 
basis of representative samples drawn at the rate of one can per 1,000 cans of 
No. 3 size cans or smaller. Thus, 24 samples will be drawn from 1,000 cases of 
No. 2 size cans. Twelve cans will be graded and 12 cans will be retained under 
lock and key in the grading office. The stored check sample will be used in 
the event a question arises in connection with the original certification, or 
in the event the buyer desires the Department to compare samples of deliveries 
with samples originally graded. The check samples will be held until the ap- 
plicant indicates that satisfactory disposition has been made of the lot from 
which the samples were drawn. The samples will then be returned to the appli-~ 
cant at his expense if he requests, 


Samples may be drawn by the official grader or any other employee of 
the Department of Agriculture designated for that purpose, or by the applicant 
or his representative, or by a licensed sampler. Information relative to the 
licensing of official samplers may be had by writing the Department. Samplers 
may be licensed without charge by the Department. The licensed sampler will 
be permitted to collect fees approved b: the Department. 


In the absence of a contract for services, the charge for grading and 
certification will be $5.00 per sample of 24 cans if an employee of the Depart-— 
ment draws the samples, plus actual expenses when absent from his official 
headquarters. In the absence of a contract for services, the charge for grad- 
ing samples drawn by others and delivered at the office of the grader will be 
$3.00 per sample. The Bureau will undertake to grade large quantities under 
contract during the fiscal year at reduced rates. Information may be had by 
writing the Department, indicating the volume on which grading is desired. 























ree re i 1 
Fact : , 
Hal 
: ah xe 
i 3 i - 1 
‘4 4 i 
i at 
: t 
4 1 
ae 1 
ahi : 
‘ / 
Hh i 
Tins 
4 
b iiise 
ir 
ae] 
df 
mae TSS 
‘ea Pay 
Hore 
. as ‘- 
t 
ae he 7 
Ny fi ae Ab 
Let MTNA Tae mL 
apace Mh e 
in ny, or=8 Ly ae te 
¢ ” cs rd : 
1 - a ‘ae , -« DS gy. 4 
: vga 4 dates ph kd Mees ies 28 eae im 
i ~ . ) t . iy 
wets 7 1m 445 rs ae 
. ~ é at Waa ne p ae . - Toye ‘ 
‘ am | aa ‘ee cy Fh F : 
ce : i? ! be Py \ . F 
4 i 2 Gi Wee mea i srr iy i ideks 
4 * : A a sty : 


¥ Oe ek Ge 


ee Soll 


Results of grading will be furnished immediately by wire, charges 
collect, if applicant requests. Certificate of- grade will follow by mail. 


Additional copies of certificates may be had at the rate of $1.00 each. 
Hach lot will be scored and copies of the score sheet covering the sample may 
be had for 50 cents additional. 


The Bureau wishes to again stress the necessity of adequate coding if 
the industry is to enjoy the greatest benefit from this service. The im. 
portance of identifying each lot of canned fruits and vegetables so that the 
Samples from the lot are not only representative, but readily distinguishable 
aS such cannot be too strongly emphasized. 


Grading will be in accordance with grades approved or promulgated by 
the Department for this purpose. Copies of grades promulgated by the Depart- 
ment may be had by addressing this Bureau. The use of U. S. grade nomen- 
clature in quotations and contracts is suggested as a satisfactory basis of 
Sale. It is believed that many disputes may be avoided by buyer and seller 
after delivery if canned goods thus sold are supported by an official certifi- 
cate of grade. If this is done, it is felt that the need for consummating 
Sales on the usual sample basis will soon pass, with the consequent saving of 
many thousands of dollars annually to the industry. 


Forms similar to the one enclosed to be executed and forwarded with 
Samples to the grading office may be had by applying to the Bureau, 


Very truly yours, 
Pe ng case, 3 c eee 
i fet ay Ir! 4 Ph saree ee 


= fz8 


PAUL M. WILLIAMS, 
Enclosure Senior Marketing Specialist 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
Bureau of Agricultural Economics 
Washington, D. C. 


August 8, 1933) 


ey, 


TO TOMATO CANNERS OF ARKANSAS, MISSOURI, OKLAHOMA, AND KANSAS“. 


Gentlemen: 


This Bureau will operate a canned foods grading office during the can- 
ning season at Fayetteville, Arkansas. The office will be opened August 10, 
1933, and will be in charge of Mr. R. B. Landrum, who may be addressed as 
follows; 


Canned Fruit and Vegetable Grading Service, 
United States Department of Agriculture, 
Fayetteville, Arkansas. 


To this office samples may be sent for grading, or as far as practicable, 
Bureau representatives will draw samples upon request. Certificates of grade 
will be issued to financially interested parties requesting the service similar 
to the certificates now so generally in use in the fresh fruit and vegetable 
industry. Since these certificates are admissible in all courts of the United 
States aS prima facie evidence of the truth of the statements therein contained, 
the convenience and value of such a commercial document in effecting trans- 
actions is readily appreciated. Certificates of grade will be issued on the 
basis of representative samples drawn at the rate of one can per 1,000 cans of 
No. 3 size cans or smaller. Thus, 24 samples will be drawn from 1,000 cases of 
No. 2 size cans, Twelve cans will be graded and 12 cans will be retained under 
lock and key in the grading office. The stored check sample will be used in 
the event a question arises in connection with the original certification, or 
in the event the buyer desires the Department to compare samples of deliveries 
with samples originally graded. The check samples will be held until the ap- 
plicant indicates that satisfactory disposition has been made of the lot from 
which the samples were drawn, The samples will then be returned to the appli- 
cant at his expense, if he requests, 


Samples may be drawn by the official grader or any other employee of 
the Department of Agriculture designated for that purpose, or by the applicant 
or his representative, or by a licensed sampler. Information relative to the 
licensing of official samplers may be had by writing the Department. Samplers 
may be licensed without charge by the Department. The licensed sampler will 
be permitted to collect fees approved by the Department. 


In the absence of a contract for services, the charge for grading and 
certification will be $5.00 per sample of 24 cans if an employee of the Depart- 
ment draws the samples, plus actual expenses when absent from his official 
headquarters. In the absence of a contract for services, the charge for grad- 
ing samples drawn by others and delivered at the office of the grader will be 
$3.00 per sample. The Bureau will undertake to grade large quantities under 
contract during the fiscal year at reduced rates. Information may be had by 
writing the Department, indicating the volume on which grading is desired. 
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Results of grading will be furnished immediately by wire, charges 
collect, if applicant requests. Certificate of grade will follow by mail, 


Additional copies of certificates may be had at the rate of $1.00 each. 
Hach lot will be scored and copies of the score sheet covering the sample may 
be had for 50 cents additional. 


he Bureau wishes to again stress the necessity of adequate coding if 
the industry is to enjoy the greatest benefit from this service. The im- 
portance of identifying each lot of canned fruits and vegetables so that the 
samples from the lot are not only representative, but readily distinguishable 
aS such cannot be too strongly emphasized, 


Grading will be in accordance with grades approved or promulgated by 
the Department for this purpose. Copies of grades promulgated by the Depart- 
ment may be had by addressing this Bureau. The use of U. S. grade nomen- 
clature in quotations and contracts is suggested as a satisfactory basis of 
sale. It is believed that many disputes may be avoided by buyer and seller 
after delivery if canned goods thus sold are supported by an official certifi- 
cate of grade. If this is done, it is felt that the need for consummating 
sales on the usual sample basis will soon pass, with the consequent saving of 
many thousands of dollars annually to the industry, 


Forms similar to the one enclosed to be executed and forwarded with 
samples to the grading office may be had by applying to the Bureau. 


Mr. Landrum will be glad to confer with canners contemplating labeling 
their products in terms of the official grades of the Department. The Bureau 
advised canners some time ago that it would cooperate with them in advising 
the consuming public of the meaning of the grade terms, provided canners 
labeled out sufficient quantities of merchandise in terms of the grades to 
justify such action. If sufficient number of canners adopt the suggestion, 
it is planned to use nation-wide radio hook-up, the press services, and such 
other means of publicity the Department has at its command. 


Very truly yours, 


wi eee Use At 


PAUL M. WILLIAMS, 
Enclosure Senior Marketing Specialist 
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Washington, D. C. 


INSTRUCTIONS TO FEDERAL LICENSED SAMPLERS - 


Samples drawn by Federal licensed sammlers from lots of beans and peas 
are used by a Federal licensed ins spector as a basis for determining the U.S. 
grade and class of such lots. In order that the grade or quality thus 
determined may be accurate it is necessary that the sample submitted be 
truly representative of the entire lot from which it was drawn. The follow- 
ing instructions for sampling beans and peas in bags should be followed: 


1. 11 samples must be drawn by the Federal licensed sampler and this 
work must not be delegated by the licensed sampler to any other person. 


ee All samples must be drawn with an approved seck probe or trier. A 
needle-point trier 12 inches in length»similar to that described and illus- 
trated in figure 1 B, page 40 of the Handbook of Official Standards for 
Beans is most satisfactory. 


3. At least 10 percent of the bags in e carload or other lot of beans 
and peas should be probed. In sampling small lots, from 15 to 25 percent 
of the bags should be probed. In any case a sufficient number of the bags 
should be probed to satisfy the sampler that a representative sample has 
been obtained. The bags probed should be selected at random throughout the 
lot. A representative number of bags at or near the bottom of the pile or 
Carload should be probed as well as begs exposed to the side and top of the 
lot. 


4. Some of the bags should be probed near the top of the bag, others 
near the bottom, and others near the center. 


Se Approximately the same quantity of beans or peas should be drawn 
from each bag. The quantity Pia can be held in the hand and those re- 
maining in the trier cre sufficient from each bag. 


6. The trior should be inserted in the bags carefully so as to spread 
the threads end not damage the bag. After the samp le has been drawn from the 
bag the hole thus made should be closed by scratching it lightly in opposite 
directions with the point of the trier. 


7. The composite sample thus dravm from all bags probed in the lot 
should be placed in a heavy canves: ee Ore mailed to he Federal licensed 
inspector previously desimated to make ins nections based on such samples. 


8. If the beans or peas sarnnled appear to contain excess moisture a 
one-pint portion of the sarmle dravn should be placed in a moisture proof 
container and submitted to tae licensed inspector with the remainder of the 
the Senple. 


aa (over) 





bene me on 


Eicon as trae oy igre gb 


Pree ree re 


Soy ALVer 3S: sample has been, aie Son. 2 “tot: of beans or peas in a Car, 
the sampler shall seal the car with Federal seals furnished him by the U.S. 
Department’ of Agriculture for this purpose. 


10.°. An information card furnished: by the U.S. Department of Agriculture 
should be filled out by the sampler and enclosed in each sample submitted. On 
vats card should appear any ich sNeuees. 4 win aga 


fe yidaraeunbers aveouce, © lot nunber, or other identification. 


(bo) Amount ; that is, number of bags in the car or lot from which 
_ the sample was drawn.: 


(c) Location, that is, name of town and railroad siding or ware~ 
house or.other place where the beans or peas are located. 


(d) Date sample was drawn. 


(e) Applicant's name and address, that is, the name and address of 
‘+ person or firm to whom certificate should be-sent. 


(f) Name of licensed inspector to whom the sample is forwarded. 


(g) The form of inspection certificate desired, that is, regular 
inspection, reinspection, or appeal Sea al 


(h) The numbers on the Federal seals applied ‘to the car if the 
beans or peas sampled are located in a car. 


(i) The Vieeneed sempler's signature. 


On the back of ‘the card may be shown information regarding the condition 
of the beans or peas sampled, that is, whether there is any ob jectionable 
odor, whether they are musty or damaged by excess moisture due to a leaky 
roof, whether they are packed in secondhand bags, whether the Mare are muti- 
lated or damaged from any cause, etc. 


ll. Bags, franked tags, and car seals, as well as information cards 
referred to above will be furnished to the licensed sampler by the super- 
vising inspector of the district in which the sampler is located. 


12. The Federal licensed samler may charge for his services not to 
exceed $2.00 for each carload of beans or peas sampled when in cars or for 
each 600 bags or less when in a warehouse or elsewhere not in cars. The 
sampler will collect this fee direct from the applicant, all of which is to 
be retained for his services, and the Department of Agriculture will not be 
responsible for the collection of such fee; unless other plans are made for 
the collection and disbursement of such fee, 


‘13. If at ‘any time 4 problem arises in connection with the sampling of 
a lot of beans or peas with which the Federal licensed sampler is not fully 
familiar, he should get in touch immediately with the supervising’ inspector 
of his district and obtain definite instructions before proceeding. 


aA UNITED STATES DEPARTMENT OF AGRICULTURE 
au BUREAU OF AGRICULTURAL ECONOMICS 


- gy 
a 


WASHINGTON, D. G. 


September 12, 1°33. 


a cn 


Note Carefully and File for Reference 





There has been some lack of uniformity in the method of 
determining foreign material in grading soybeans under the U. S. 
standards. After careful consideration it has been decided that 
the following method and procedure should be followed in determin- 
ing the percentage of splits, damage, and foreign material in 
grading this commodity: 


Foreign Material 


Determine the percentage of foreign material in the 
sample first, using not less than 500 grams, preferably 1,000 
grams. The soybeans in the quart kettle which were used to 
determine the test weight may be conveniently used for the 
determination of foreign material, 


splits and Damage 


After removing foreign material, run the cleaned sample 
through the Boerner sampler and cut it down to not less than 
250 grams as a basis for determining the percentage of splits 
and damage. It is not advisable to reduce the size of the sample 
by hand. It should always be run through the Boerner sampler for 
this purpose in order that a representative portion thereof may 
be obtained. 


a re a ee ee ee ene Sad ee ee ee ee ee 


These factors should be determined as heretofore on the 
basis of the sample, including foreign material. 


Very truly yours, 


J. E. BARR, 
Marketing Specialist. 
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UNITED STATES DEPARTMENT OF AGRICULTURE ¥ 
Te BUREAU OF AGRICULTURAL ECONOMICS Ea Cones AO ery, 
5\ WASHINGTON, D. C. ? 


£ 


\ | 
@ 


October 10, 1983. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


From different complaints wnich nave reached this office in the 
past two montns it appears there has been somewhat of a wnolesale cat- 
ting of rates practiced by cotton warehousemen during the past: few months. 
And as a matter of fact, evidence is bezinninz to accumlate that that 
practice has been going on during the past year or more. Particularly 
fas that been true where a licensed warehouseman nas nad another ware- 
houseman at the same point in competition with him, and where one or 
the otner of these warenousemen was particularly desirous of getting a 
certain account. 


I am obliged, therefore, to direct attention of all licensed 
cotton warenousemen to Regulation 5, Section 7 wnaich reads as follows: 


"A warehouseman shall not make any unreasonable or 
exorbitant charge for services rendered. Before a license 
to conduct a warehouse is granted under the Act the ware- 
Houseman stall file with the bureau a copy of his rules, 
if any, and a scredule of the charges to de made by im 
if licensed. Before making any changes in such rules or 
schedule of charges he shall file with the Bureau a state- 
ment in writing showing the proposed change and the reasons 
therefor. Hach licensed warenouseman shall xeep exposed 
conspicuously in the place prescribed by regulation 2, 
section 4, and at such otner place, accessible to the 
public, as the chief of the bureau or his representative 
may from time to time desiznate, a copy of his current 
rules aad schedule of crarzes.!! 


In this connection I also wisn to direct atteation to tre fact 
that the law itself specifically pronidits unreasonable or exorbitant 
charges for services rendered, and discriminatory cnarges. Any time a 
warenouseman cuts a rate to get the business of a certain client, or 
prospective client, he indulges in discriminatioa aad violates tae Act. 
The Department cannot close its eyes to aa indulzence in such practices. 
To say the least, suca practices are unfair to otnrer warehousemen and to 
other patrons of these warehouses. 


wn 
Very truly yours, {/ 


TLR eh 
Ke surhs— 


He Se Yone, 
In Caargs, Administration 
U. S. Warenouse Act. 








NiniTe STATES DEPARTMENT OF AGRICULTURE ; 
‘ . BUREAU OF AGRICULTURAL ECONOMICS 


WASHINGTON, D. C. 


Octobey 13,1933. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


The press has contained many statements with reference to the 
late proposal of the Government to advance ten cents a pound on cotton 
to growers. Following these press statements I have received a mumber 
of letters and wires inquiring about the plan. These plans are being 
developed ocetween the Agricultural Adjustment Administration and the 
Reconstruction Finance Corporation. They are not complete. 


I have just been in commnication with the person developing 
the plans, and he has agreed to forward me complete instructions with 
necessary papers just as soon as the plans are completed and available 
for distribution. I shall immediately upon receipt of such information 
mail it to each of the Federally licensed warehousemen. It is probable 
that these plans will not be completed for the next week or ten days. 
Until you receive something further from me you can take it for granted 
that tae plans have not been consummated. 


Very truly yours, 


4 


\ 
Ars, : 
H, S ./Yohe;, 


In Charge, Administration 
United States Warehouse Act. 
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January 2, 1934. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


The ten cent per pound cotton loans made by the Commodity Credit 
Corporation are supposed to be made only in connection with cotton pro- 
duced in 1933. 


The Federal warehouse receipt is issued for a period of one year from 
date of issuance. Upon the expiration of that period a new receipt may be 
issued for another year. Very obviously a new receipt issued to replace 
one which has already served for one year without carrying some notation 
to indicate that the new receipt replaces one that was issued in 1932 would 
give the impression that the new receipt covers 1933 cotton Of course, a 
warehouseman cannot always tell in what crop year a bale of cotton was 
produced, but he does know that when he is asked to issue a receipt for 
a second year period of storage that that cotton was not produced in 1933. 


So as to assist in carrying out the intent of the ten cent per 

pound cotton loan, Federally licensed warehousemen are directed when 

| issuing new receipt to replace one issued prior to this year, to mark 
such second receipt conspicuously so as to inform anyone to whom the 
receipt is given that the cotton is not of 1933 crop. The following wording 
would accomplish this purpose and still not place the responsibility upon 
the warehouseman of determining in what year the cotton was produced: "The 
bale of cotton covered by this receipt is not of the 1933 crop." 


Will you please give full cooperation in this direction? 


Very truly yours, 





He ee ieee 
U. 4S. Wyrehouse Act. 
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MEMORANDUM FOR LICENSED TOBACCO WAREHOUSEN 


a 


It is our understanding that there is a possibility of tobacco 
stored in licensed warehouses at certain points being moved by deposi- 
tors to some other licensed warehouses for one reason or another. It 
is my understanding that in a zreat many instances the warehouse receipts 
contain a statement of ezrade and condition of the tobacco, rhich state- 
ment was dDased on a certificate of insnection of the tobacco at or imme- 
diately before the time when the tobacco was stored in the first instance. 
In somé cases tnese certificates and recsints were issued two or more 
years azo. 


Tne purpose of tnis memorandum is to advise all licensed vwarehousemen 


tnat before a licensed receint stating grade and condition can be issued 
for any tobacco which went into st-rase some time ago and is now trans- 
ferred to another warehouse the tooacco must be reinspected for condition 
and zraded. 


The vurocse of this requirement is at least twofold. First, 
when the warehouseman a. zrads and condition on the warehouse e 
Ae assumes responsibility for the correctness of those statements. The 
Act clearly contem lates that. The warehouseman therefore cannot be 
certain of the grade and condition of tobacco which was inspected several 
montas or vears vrior to the time it was offered to nim for storaze unless 
there has been an actual inspection and erading of the tobacco performed 
at the time it is tendered aim for storaze. ‘Je are therefore interested 


in protectin= the warehousemen. Second, if a varehouseman were to state zrade 


and condition on the basis of inspections made sone montis or pernaos sev- 
@ral vears azo, tne tobacco micnt wave deteriorated considerably in the 
interim and if ban’-ers understood that tne warehouseman's statement of 
eradé atid condition 02 his neceipt was based on an inspection of tae 


tobacco months before they would not view receipts as acceptadle collateral. 


We cannot permit uncertainty in tne value of the receipts for 
collateral purposes to be created merely to avoid the expense of insnec- 
tion. If we do, the value of tne receipts will be defeated and at tre 
same time the depositors of the tobacco necessarily suffer. 


In the interest therefore of yourself as warenouseman and of the 
depositor of tobacco, we hope you will carefully observe the conditions 
herein mentioned and if vou should de offered tobacco on conditions as 


herein referred to we are sure an oXplanation in the liznt of what we have 
offered will at once convince any reasonably-minded depositor in what 
direction his dest interests lie. 
Very truly vours,, } 
l/ 
i 4 sie 
ee ole 


In Charge, \Adwiaistratioa 
United Statd® Warehouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE | 


BUREAU OF AGRICULTURAL economics 
WASHINGTON, D. C. y 


April 3, 1934 


ADD TO LICENSED COTTON WAREHOUSEMEN 


ee 


Warehouseman Date Effective 


Geo. W. Davis, trading as 
Davis Storage and Warehouse Co. Mar. 20, 1934 


ADD TO LICENSED GRAIN WAREHOUSEMEN 


Warehouseman Date Effective 
Lester Stone, Lessee, Mare O15 2904 


Harvest Queen Elevator 


DEDUCT FROM LICENSED GRAIN WARSHOUSEMEN 


Warenouseman Date Effective 


Holdrege Roller Mills Mar. Sl, 1934 


ADD TO LICENSED TOBACCO WAREHOUSEMEN 


1 ny RN RR a 


Warehouseman Date Effective 

Geo. W. Davis, trading as 

Davis Storage and Whse. Co, Mar. 20, 1934 
ADD TO LICHNSED SEEDS WARHZHOUSEMEN 

Warehouseman Date Effective 

William Norman Mar. 26, 1934 


Very truly yours, 
} 


H. Se ee 
In Chargéey “Administration 
Us Se’ Warehouse Act. 


The following changes should be made in the list of warehousemen licensed 
the United States Warehouse Act which was sent to you as of March 1, 1924: 


Reason 
Suspended for 
irregularities 





UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. CG. 


April 10,..1934 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


Some time ago we issued a memorandum to cotton warenousemen 
licensed under the Warehouse Act, indicating that no one should be 
admitted to a licensed warehouse except in the presence of the ware- 
houseman himsélf or his representative, and so long as such outside 
person is in the warehouse the warehouseman, or his representative, 
should accompany him. We further indicated that we felt that the 
warehouseman and his duly authorized employees should be responsible 
for all weighing, sampling, and other services usually performed in 
the warehouse. 


It appears that some warchousemen have not been following 
these instructions. In a good many places trouble has arisen; im- 
yroper samples have been drawn, cotton has been sampled which did 
not belong to the people.drawing the samples and who had no authorit 
to draw such samples; evidence is beginning to accumilate that in 
some instances tags have been switched from one bale of cotton to 
another. 


We are now writing to advise that the Department takes the 
position that all sampling of cotton, all weighing, and other ser- 
vices usually performed by warehousemen should be performed only by 
them or by their authorized representatives and under no conditions, 


ur 
uv 


save in the presence of the warehousemen, or their authorized employees, 


should anyone be admitted to warehouses. 


It is: expected that these suggestions will be put into effect 
at once .at:all. licensed warehouses. They are for the protection of 
the warehouseman as well as for the interest of various patrons of 
warehouses. 


The permitting of free access to a warehouse of depositors 
or others without being accompanied by the warehouseman or his 
authorized representative will be considered sufficient grounds 
for suspension. of license. 


Very truly yours, 


He De Yohe, 
In Charge, Administration 
U.S. Warehouse Act. 
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,cotton as required under the Bankhead Act. Since then officials of the 


ay , OD 


rn v A f UNITED STATES DEPARTMENT OF AGRICULTURE 
OVI, BUREAU OF AGRICULTURAL ECONOMICS 
7 “b WASHINGTON, D. c. SM PN Eg 
VA .< bier : 
a Piper, 


june bn 1934 + 
MEMORANDUM TO LICENSED COTTON WAREHOUSEMEN 


(On April 19, 1934 I wrote you with reference 'to the tagging of 





Agricultural Adjustment Administration, which will administer this Act, 
have held a great many conferences, not only with different people here 
in the Department but with various interests connected with the cotton 
trade including many cotton warehouses, among which was excellent repre- 


sentation of our warehousemen operating under the United States Warehouse 
Act. 


I am now writing to advise that Mr. G. L. Crawford has been ap- 
pointed Director of Cotton Tagging of old stocks in connection with the 
Bankhead Act. About the time you will receive this letter you will also 
receive a letter from Mr. Crawford in which he will indicate that the 
Administration has agreed to permit Federally Licensed warehousemen to 
tag cotton stored in their warehouses. He will. also indicate in a general 
way the procedure to be followed. This tagging will have -to be done under 
regulations promulgated by the Secretary. Those regulations will undoubt- 
edly be available in the next week and when you file application to do 
tagging I am sure Mr. Crawford will see to it that you are immediately 
furnished with the regulations. 


In connection with this tagging, it has been ruled that warehousemen 
will have to furnish bond to the Department. It had been suggested that 
Federally licensed warehousemen should not furnish bond because of the 
fact that they are already furnishing bond to the Department under the 
U. S. Warehouse Act. That suggestion was viewed with favor by the Depart- 
ment but upon close study of the Warehouse Act and the bond Biven there- 
under, it was coneluded tha&@tthat bond could not apply to the Bankhead 
Act. Frankly, I think that is correct. When that ruling was made I im- 
mediately suggested that the bond to be required of Federally licensed 
warehousemen should be held to a minimum and, therefore, I understand that 
reasonable minimum and maximum requirements will be contained in the 
regulations. 


As indicated in my letter of April 19 to you, I am sure wo can 
count on complete cooperation of every licensed cotton warehouseman with 
the Agricultural Adjustment Administration. 


Very truly yours, 
HH. S. Yohe, 


In Charge, Administration 
U. Se Warehouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTUR 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. C. 





LIBRARY 


RECEIVED 






* Jun 221934 * 


U. & lepartment of Agriculture 





MEMORANDUM TO LICENSED COTTON WAREHOUSEMEN 


On April 19, 1934 I wrote you with reference to the tagging of 
,cotton as required under the Bankhead Act. Since then officials of the 
Agricultural Adjustment Administration, which will administer this Act, 
have held a great many conferences, not only with different people here 
in the Department but with various interests connected with the cotton 
trade including many cotton warehouses, among which was excellent repre- 


sentation of our warehousemen operating under the United States Warehouse 
Act. 


I am now writing to advise that Mr. G L. Crawford has been ap- 
pointed Directer of Cotton Tagging of old stocks in connection with the 
Bankhead Act. About the time you will receive this letter you will also 
receive a letter from Mr. Crawford in which he will indicate that the 
Administration has agreed to permit Federally Licensed warehousemen to 
tag cotton stored in their warchouses. He will also indicate in a general 
way the procedure to be followed. This tagging will have -to be done under 
regulations promulgated by the Secretary. Those regulations will undoubt- 
edly be available in the next week and when you file application to do 
tagging I am sure Mr. Crawford will see to it that you are immediately 
furnished with the regulations. 


In connection with this tagging, it has been ruled that warehousemen 
will have to furnish bond to the Department. It had been suggested that 
Federally licensed warehousemen should not furnish bond because of the 
fact that they are already furnishing bond to the Department under the 
U. S. Warehouse Act. That suggestion was viewed with favor by the Depart- 
ment but upon close study of the Warehouse Act and the bond fiven there- 
under, it was concluded tha&cthat bond could not apply to the Bankhead 
fet. Frankly, I think that is correct. When that ruling was made I im- 
mediately suggested that the bond to be required of Federally licensed 
warehousemen should be held to a minimum and, therefore, I understand that 
reasonable minimum and maximum requirements will be contained in the 
regulations. 


As indicated in my letter of, April 19 to you, I am sure we can 
count on complete cooperation of evory licensed cotton warehouseman with 
‘the Agricultural Adjustment Administration. 


Very truly yours, 
He co. Yohe,; 


In Charge, Administration 
U. S- Warehouse Act. 
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PJ WwN BUREAU OF AGRICULTURAL ECONOMICS 
res WASHINGTON, D. C. 
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cparvment of Agriculture 


June 20, 1934 





MEMORANDUM FOR GRAIN WAREHOUSEMEN AND GRAIN INSPECTORS 
LICENSED UNDER THE UNITED STATES WARBHOUSS ACT 


On March 31, 1934 the Secretary of Agriculture promulgated revised 
Official Grain Standards under the U.S. Grain Standards Adt which become 
effective July 2, 1934. 


Under the Federal Varehouse Act grain stored under this law must be 
inspected and graded according to ,the U.S. Grain Standards. Therefore, we 
call your attention to the revision in these Standards and the effective 
date, July 2, 1934. A copy of the revised Standards is enclosed herewith. 


Naturally, the question arises as to how delivery will be made on 
and after July 2 against receints issued prior to that date and calling 
for grades according to Standards in effect on the date the receipts were 
issued. Up to and including July 1 grain will be delivered from licensed 
elevators on exactly the same grades as heretofore. It is believed that 
warehousemen will experience little difficulty in making deliveries under 
the revised grades to meet the requirements of warehouse receipts issued in 
terms of the old grades. In certain instances, by reason of changes in the 
requirements or of changes in the nomenclature, the grain when loaded out 

may receive a different grade- designation than that called for in the receipt. 

In such cases proper delivery under the receipt will be regarded as accom- 
plished when grain is delivered of such quality as meets the requirements 
of the grades under which it was originally stored. It will have to be in- 
spected under the new Standards effective July 2, however, and the certifi- 
cates must recite grades in terms of those Standards. The inspector on and 
after July 2 should show on his certificate under "remarks" the grade to 
whica the grain would have been entitled under the old Standards. This 
statement should take the following form, "This lot meets the U.S. aaa 
Speciiucations which were in effect July 1, 1934 for sieascasesses 


This procedure must be followed during the transition period from 
the old to the new grades. After July e inspectors must certificate on 
the basis of the new Standards but the above suggestion for stating under 
"remarks" the grade in terms of the old Standards will serve to accomplish 
delivery in accordance with grades stated on warehouse receipts issued 
prior to July 2, 1934, 


It behooves every warehouseman and every licensed inspector to study 
the new grades very carefully and to see that proper reconciliation between 
different grades is made in delivering old stocks of grain after July 2, 1934. 


Very truly yours, \ 
Pata 
=] 
H. ‘ 





In Charg 
Enclosure UeS. Warehouse Act. 
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BUREAU OF AGRICULTURAL ECONOMICS gb 


TO COTTON PRODUCERS 


Gentlemen: 


For the past two years the Commodity Credit Corporation has made 
loans when desired to farmers on their cotton. Other agencies of the 
Government and private bankers have also made loans. Before such loans 
could be obtained, however, the cotton had to be stored in an acceptable 
warehouse. 


As far back as 1916 Congress recognized the need of a sound ware— 
housing system, which would provide the farmers with a uniform warehouse 
receipt containing such terms as would make it readily acceptable to 
bankers. It accordingly passed the United States Warehouse Act. 


This law places certain warehousemen under the jurisdiction and 
supervision of the secretary of Agriculture. With a view to protecting 
the depositors and those who loan money on warehouse receipts, the Secretary 
has issued regulations providing for the licensing of warehousemen. 


Before a warehouseman is licensed, he is thoroughly investigated. 
The warehouseman must have a certain financial standing. He must have a 
reputation for fair dealing. A thorough physical examination is made of 
the warehouse to be licensed to see that leaky roofs, faulty floors and 
other conditions that cause much damage each year do not exist. As addi- 
tional protection for the farmer the warehouseman must furnish a bond in 
a specific amount to the Department of Agriculture by a responsible surety 
company. If depositors suffer a loss because of the neglect or improper 
conduct of a warehouseman, satisfact: ry adjustment for such losses is 
require... 


The fact that the Commodity Credit Corporation has in the past set a 
minimum grade of low middling and staple length of $" for a full loan 
should not cause the producer to be satisfied with the knowledge that his 
cotton meets the requirements for such loans. The limitations to avoid 
overproduction should cause the growers to give more attention to grade 
and staple. Knowledge of the complete and correct grade and staple may 
mean $10 or $12 per bale additional income to the farmer. 


Federally licensed warehouse are required to provide full infor- 
mation in the warehouse receipt in regar the grade of cotton stored 
with them unless the depositor requests that the information be omitted. 
The warehouseman is responsible for the grade and length of staple being 
reasonably accurate. 





= 
~ 
i 


Only licensed weighers or weighers who can show that they are com- 
petent by training and experience and who are responsible to the warehouseman 
are permitted to weigh cotton. All scales at warehouses operating under 
the Federal law are tested by Government inspectors. If any scales are 
found inaccurate, such scales are condemned until corrected. Checks are made 
of the actual weighing of the cotton. If any weigher is found not giving 
proper weights he is not permitted to weigh cotton at the warehouse again 
and the warehouseman is held responsible for losses. 


Before the Warehouse Act was passed many farmers were not disposed 
to store their products in public warehouses. Too many losses had come to 
their attention. As a safeguard against such losses the Department of Agri- 
culture maintains a staff of trained men to examine the warehouses operating 
under the United States Warehouse Act. The inspectors make certain that 
each bale of cotton for which there is a warehouse receipt is actually in 
the warehouse. 


In addition to the assurance that he will find his cotton in storage 
when called for, the farmer can feel confident that it is being cared for 
properly. If the product has been neglected, the Government holds the 
warehouseman responsible under the law and bond for making satisfactory 
adjustment with the depositors. 


When cotton is stored in a warehouse operating under the United 
States Warehouse Act the depositor receives a warehouse receipt which is 
at once acceptable to the Commodity Credit Corporation and other Government 
loaning agencies. These receipts are also considered the best form of com— 
modity collateral by bankers in general for private loans. They give the 
producer access to all lending agencies. 


It is often the case that well constructed warehouses with a capacity 
of 1,000 bales can be licensed and valuable services rendered but the De- 
partment does not feel justified in recommending a license where the capacity 
of a warehouse is less than 1,000 bales on account of the cost of operation 
to the warehouseman and the cost of supervision to the Government. 


The Federal warehouse law is another provision by the Federal Govern— 
ment for the protection and benefit of farmers. If you are interested in 
protecting yourself and making your credit arrangements easily, it is 
Suggested you discuss this subject with your warehouseman. Warehousemen 
usually want to accommodate their patrons. If they wish more information 
they should communicate with the Department representative in charge of work 
foe thor Carolinas, Mra Wo RoavWindes; F, 0.) Box 336, Raleigh, N.C. 


Very truly yours, 


Heo Lone. 
In Charge, Administration 
U. S. Warehouse Act. 
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September ©0, 1935. 
MEMORANDUM TO LICENSED WAREHOUSEMEN IN THE DALLAS TERRITORY 
Gentlemen: 


To those of you who have not heard of the passing of Mr. eal Phe 
Newton on the afternoon of September 14, this letter may be a little 
surprise. I am quite sure practically everyone with whom Mr. Newton 
had contact appreciated many of his qualities, particularly his desire 
to be fair. 


For the time being we have asked Mr. J. W. Pickens, who has been 
serving as first assistant to Mr. Newton, to act in charge of the terri- 
tory served by the Dallas office. It will be our purpose to make the 
very best selection possible in the way of a permanent successor. Until 
you hear further from us you will please take up any matters relating to 
the Warehouse Act with Mr. Pickens, addressing him at the same address 
as you did Mr. Newton. 


Very truly yours, ,, 


je 
Hy ‘S.. Ydhe, 
In Charge Adnynistration 
U. §. Warehouse Act. 
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TO CANNERS, WAREHOUSEMEN, BANKERS, AND DISTRIBUTORS OF THE BaSTERN SHORE AREA. 
Gentlemen: 


In order to better serve the canning industry of the Tri-States terri- 
tory, the Bureau will open an official canned fruit and vegetable grading 
office in Easton, Maryland, on August 17, 1936, for a period of approximately 
two months. The office will be in charge of Mr. H. 8. Slamp, who may be ad- 
dressed care of Canned Fruit and Vegetable Grading Service, U. S. Bureau of 
Agricultural Economics, Easton, Maryland. 


The official certificates of grade > ae by this Bureau serve two pri- 
mary purposes: First, as documentary evidence of grade to accompany warehouse 
receipts in financing operations and, neseod il. as proof of grade to accompany 
shipping documents in making del'very. 


Samples may be submitted to the above office for grading or, at recuest 
of applicant, the Bureau will arrange to have samples officially drawn. 


Certificates of grade will be issued on the basis of representative 
samples drawn at the rate of one can per 1,000 cans of No. 3 size cans or 
smaller. Thus, 24 samples will be drawn from 1,000 cases of No. & Size cans. 
Twelve cans will be graded and 12 cans will be retained under lock and key in 


if the grading office. The stored check samples will be used in the event a 

{ question arises in connection with the original certification, or in the event 
ni the buyer desires the Department to compare samples of deliverics with samples 
* originally graded. The check samples will bc held until the applicant indi- 


cates that satisfactory disposition has been made of the lot from which the 
samples were drawn. Tne samples will then be returned to the upplicant at his 
expense, if he requests. 


Samples may also be drawn by licensed samplers. Information relative 
to the licensing of official samplers may be head by writing the Department. 
Ne J 
Samplers may be licensed without charge by the Department. 
t 


The fee for grading samples drawn from 1,600 cases as above suggested, 
if the samples are drawn and delivered to the official grading office, is 
$3.00. If the samples are drawn by the official grader, the fee for gradin: 
samples from 1,000 cases is $5.00, plus the expenses of the grader while ab- 
sent from his official station. The Bureau, however, will undertake to grade 
large quantities under a contract at reduced rates. Those signing a "decla- 
ration of intention" to use 50 gradings or more at the Easton office during 
the twelve-month period following the date the declaration is signed, will 
be entitled to a refund at the erl of the 50th grading of 25% of the «emount 
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paid. Those signing a similar declaretion for 1,000 gradings will be entitled 
to a refund of 33--1/3% of al} emounts paid, upon the completion of the 1,000th 
grading. 


The Bureau cunnot too strongly emphasize as necessity of adoquate 
coding if the industry is to enjoy the greatest bonefit from this service. It 
can be readily appreciated that a certificate of eee covering samples drawn 
from lots which have been so adequately coded end the record of the subsequent 
movement of the lot so accurately kept us to make it possible to luter deter- 
mine that certain canned goods are a part of a lot previously sumpled end of- 
ficially graded by « grader of the Department, is infinitely more valueble 
than one merely covering goods in unidentificd cans. 


Grading will be in accordance with grudes approved or promulgated b, 
the Department for this purpose. Copies of grades promulgated by the Dopart- 
ment may be had by addres sing this Burceu. The use of U. 5. grade nomenclature 
in quotations and contracts is suggested as a satisfactory basis of sale. It 
is believed that many disputes may be avoided by buyer in seller after de- 
livery if canned goods thus sole sre supported by an idea certificate of 
grade. If this is done, it sho .d no longer be necessary to submit samples 
to buyers, with the conscouent saving of many thousands of Does annuslly 
to the industry. 


Forms Similar to the one enclosed to be executed and forwarded with 
Samples to the grading office may be had by applying to the Bureau. 


Enclosure Senior Marketing Specialist 
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per ard, 


PERE Wise aad sh C ofits ayn ML AM eg 
Canned Fruit and Vegetable Grading Service, 
U. S. Bureau of Agricultural Economics, 
Easton, Maryland. 
Gentlemen: 
The accompanying _ samples of ye OO SURE Does 


for grading and certification under the Farm Products Inspection Law. 
if 


These samples are believed by me to be representative of Lot No._ 


Poesy oF Cases of No. ".  . Size cans, bearing code marks 
4 2 ae Stored in warehouse, section building or bin _ Re crn os 
(Indicute above location of merchandise 
em once) veer. PN Oe i Ne ohm A 
Ree rg We een vel trem, Ne ke Ver MCe ye eee 

Peewee copies of the certificate are desired. 
A check for $ =. _ is enclosed to cover grading fees at the rate 


of $3.00 per sample of 12 cans or less. 


Very truly yours, 


: (Applican +) 
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\()\ UNITED STATES DEPARTMENT OF AGRICULTURE 


f\ —{ \\ BURJAU OF AGRICULTURAL ECONOMICS 
\ ht Oh Washington, D. C. 
Ta September 29, 1937. 
MEMCRANDUM FOR LICENSED COTTON waRaHOUSHEN.Y +: 1 193, 
Gentlemen: 


Your attention is especially called to the following sentence in 
the "Warehouseman's Certificate and Waiver" in commection with Commodity 
Credit Corporation cotton loens: 


"All cotton listed in the above or atteched schedule 
is gunrenteed to be of grade and staple eligible 

for a loan of the amount per pound set fortn in the 
above or attached scnedule, determined in accordance 
with the provisions of Peragraoh 3 of the rrinted 
instructions (1937-1938 6.C.C. Cotton Form 1)". 


This Certificate and Waiver warehousemen are reGuired to sign by 
the Commodity Credit Corporation. Under the clause above quoted the 
warehouseman, if he signs the certificate, guarantoes the cotton to be 
of such grade and staple as would meke it eligible for a loan. This 
Means that all federaliy licensed wervhousemen who intend to store 
C.C.C. cotton must have someone available wno is qualified to grade 
and staple cotton in lins with the official standards. If cotton which 
is the subject of a loan is stored in a licensed warehouse, and it 
should not subsequently be of the required grade and staple, the ware- 
houseman, uncer this euarentee, would be obliged to pay the difference 
in value between whet ths cotton should be and what it proves to be. 
The necessity, therefore. for a competent classer to serve your ware- 
house is aprarent. Otherwise when delivery of the cotton is finally 
demarded you may find yourself confronted with claims by the Commodity 
Credit Corper ation. 


In this connection we would advise that if your tariff does not 
already provide for a cherge for greding and stepling cctton you should 
amend it so as to proviae for such a charge. The Department, in con- 
nection with its cotton standardization work classes considerable cotton. 
For that service it charges 15¢ for grading, or 15% for stapling, or 
25% if the cotton is both graded and stapled. We would interpose no 
objection to a charge in such an amount for grading and stapling service. 


rast 






Very truly yours, 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. C. 


Gentlemen: 


You will no doubt all be interested to™ 
rating bureau which establishes rates for the variowt Pety 
companies which write bonds under the United States Varehdwe. 
Act has advised us that effective June 17, 1938, the following 
scale of rates will apply on warehouse bonds written under the 
United States Warehouse Act: 


Per M 
per annum 


Pr rahes Lee wa = a. cs tdenecehs dt tes be OO 
Mex ta LOS OOO see. eee eee cara ESRD 
Over 20,000 e e e e e e e e Bend 


We are passing this information to you so that you will 
have it when the time comes to pay the premium on your bond. 
Inasmuch as these rates represent a substantial reduction 
following the reduction a little over a year ago, I am sure this 
information will be pleasing to you. 


In granting the rate the president of the bureau indicated 
to me that it was granted because of the excellent record we have 
had under the United States Warehouse Act. To that record, of 
course, each and every licensee has nade his contribution. We 
hope you will all see to it that your operations may be such 
that the bonding companies will recognize that bonds under the 
United States Warehouse Act are a preferred risk, and I am sure 
if we keep up the good work and maintain no greater ratio of 
bond loss, that we can look forward to still better :rates. 


May we ask for the hearty cooperation of each and every 
one of you in endeavoring to comply strictly with the warehouse 
Act and regulations? 


Very truly yous, 


A 430 


HevSeeconce 
In Charge, Adhinistration 
U. S. Warehpuse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. C. 


GULLY Di 1948 


JUL 27 1938 
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Gentlemen: 


You will no doubt all be interested to know that the 
rating bureau which establishes rates for the various surety 
companies which write bonds under the United States Warehouse 
Act has advised us that effective June 17, 1938, the following 


scale of rates will apply on warehouse bonds written under the 
United States Warehouse Act: 


Per M 
per annun 
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We are passing this information to you so that you will 
have it when the time comes to pay the premium on your bond. 
Inasmuch as these rates represent a substantial reduction 
following the reduction a little over a year ago, I am sure this 
information will be pleasing to you. 


In granting the rate the president of the bureau indicated 
to me that it was granted because of the excellent record we have 
had under the United States Warehouse Act. To that record, of 
course, each and every licensee has made his contribution. We 
hope you will all see to it that your operations may be such 
that the bonding companies will recognize that bonds under the 
United States Warehouse Act are a preferred risk, and I am sure 
if we keep up the good work and maintain no greater ratio of 
bond loss, that we can look forward to still better rates. 


May we ask for the hearty cooperation of each and every 
ore of you in endeavoring to comply strictly with the warehouse 
Act and regulations? 


Very truly yous, 


He 


U. De 
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July 16, 1938 ~/ 


SPECIAL INSTRUCTIONS TO LICENSED COTTON WAREHOUSEMEN 


LATIVE TO SAMPLING AND WHIGHING OF COTTON. 


In view of the many complaints made to the Department in 
he past few months the attention of all licensed warehousemen is 
directed to the following: 


SAMPLING; 


1. <All sampling of cotton must be performed by samplers 
licensed under the Warehouse Act. 


2. Every warehouseman must maintain a sufficient number 
of competent licensed samplers to serve patrons reasonably promptly. 


Se Licensed warehousemen are expected to supervise their 
samplers to see that proper samples are always drawn and properly 
identified. 


4, Under the regulations qa sample must be drawn from each 
side of the bale in approximate equal amounts, the total sample 
being not less than four ounces and never more than twelve ounces. 


oO. Except for the first sample drawn at the time the cotton 
is received, a charge for the drawing of each and every sample shall 
be made in accordance with the amount specified for such service in 
the tariff. If a double sample is ordered or an extra large sample, 
the charge for drawing such sample should be doubled. To make any 
exception to this rule would constitute discrimination which is con- 
trary to law and grounds for suspension or revocation of licenses. 


6. If more than one sample is requested at the time the 
cotton is first received for storage, the bale shall not be weighed 
until after the samples are drawn. 


7. Unless the tendency toward excessive sampling ceases, after 
a bale has been sampled three times, the Department will be obliged to 
require receipts to accompany requests for all additional sampling, 
such receipts will then be cancelled, the sample drawn, the bale reweighed 
and a new receipt issued on the basis of the reweight. Whether such 
a regulation will be made will depend entirely upon whether excessive 
sampling continues. Hach warehouseman is urged to direct the special 


ay 2 aie 


attention of both his producer and shipper customers to the possi- 
bility of such a regulation. = 


8. All cotton must be carefully examined for condition and 
Other defects. Hach warehouseman should especially instruct his 
samplers in the light of Regulation 8, Secs. 3, 4, 5 and 6. 


Ye Persons licensed to sample are expected to be more than 
office men. They must at least Supervise the sampling if they do not 
always actually do the sampling, and they must assume full responsi- 
bility for correctness of samples. 


10. An accurate record should be kept of the number of samples 
drawn, upon whose request or order, and whether single or double samples 
were drawn, All orders should be filed, 


WEIGHING; 


ll. Weighing at cotton warehouses should be performed only by 
weighers licensed under the Warehouse Act. 


12. All weighers should examine each bale carefully for con- 
dition, especially to detect dampness, rotten cotton or any condition 
which might suggest deterioration of the staple or prior improper 
storage, 


13. No bale should be weighed unless it is in storable condition, 
Wet or damaged cotton should be conditioned before weighing and plac- 
ing in storage. 


14. When requested to reweigh cotton a warehouseman is expected 
to actually reweigh and use reweights and not original receiving 
weights. For reweighing a charge may be made in accordance with the 
filed and published tariff. — 


In the light of the above each warehouseman should give care- 
ful attention to drafting his tariff in definite terms, making certain 
to state clearly his charges for sampling and weighing. Your tariff 
for the coming year should be filed as early as possible. 


In this connection let me remind you that federally licensed ware- 
housemen have a better Opportunity than ever to protect their industry 
and to advance it in the eyes of producers, bankers, cotton shippers and 
sovernment loan agencies. But they must observe in Spirit the law and 
regulations under which they operate, otherwise they reflect adversely 
on the system. We count on each and every one to do his full part and 
to put aside little jealousies and minor competitive influences. 


Very truly yours, 





U. S. Waréhouse Act 


ra | 


UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. C 


June 27, 1939. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


+ 


Gentlemen; 


This memorandum comes to you in advance of the 1933-1940 
cotton season. It is dictated by complaints we have received in the 
last year from certain quarters regarding excessive sampling and 
loss of weight of cotton. We understand, of- course, that the owner 
of a product contends he has a right to have it sampled as many tines 
and to demand as large samples as he pleases, That is correct so 
long as the cotton is not covered by a warehouse receipt. But after 
a negotiable receipt has been issued, no one has a right thereafter 
to draw samples from that bale except upon order of the receipt holder. 


The warehousemen thenselves have obligations in this connection, 
and they should see to it that the receipt holders are protected; 
otherwise, they may be called upon to make good differences in weight 


shown on the warehouse receipt as compared to actual weight on delivery. 


With @ view to enabling the warehousemen-to take a definite 
stand and protect themselves and the receipt holders, we now want to 
suggest to every licensed warehouseman the following; 


1. If more than one sample is drawn at the time the 
cotton is received, a charge for each extra sample should be 
made in accordance with the tariff. Most warehousemen's 

‘tariffs provide for drawing a sample at the time the cotton” 
is received end include that cost in the first month's ” 
storage. However, if the depositor wants two or more 
samples drawn at the time the cotton is received, or gamples 
in excess of the prescribed size, the samples should be 
drawn before the cotton is weighed and the receipt issued. 
If drawn after the cotton is weighed, a charge should be 
made for each and every sample in excess of the first 
sample, and if more than two samples are drawn, the 
warehouseman should insist that the cotton should be re-=- 
weighed and a new receipt issued therefor, 


ee if two samples are drawn at the time the cotton 
is received, a charge for one sample should be made. 
If three samples, a charge for two, and so forth. This, 
of course, is predicated on the assumption that the first 
sample charge is included in the first month's storage. 


2 


3. If you are requested to sample the bale some- 
time efter it is received, a charge should be made for 
each and every sample drawn in accordance with your 
tariff. 


4, If double samples are to be drawn, a double 
sampling charge should be made. 


5. The size of a sample should not be in excess of 
12 ounces, and 8 ounces would be more nearly in keeping 
with what is gencrally required. As a matter of Lact, 
4 ounces is sufficient. 


6. Every licensed warchouseman will be expected to 
keep a record showing the nunber of sanples drawn fron 
each bale. In other words, a per balo record should be 
kept and this information should be available to all 
interested parties, 


7 Your tariff should incorporate a specific charge 
for sampling in accordance with the above outline, 


The Department intends to be more strict in this matter 
of sampling and weighing of cotton than it has been in the past, 
Hence, this warning, 


In the event any holder of a receipt insists upon having 
his cotton sampled more than once after the cotton has been originally 
sampled by the warehouseman and a receipt issued therefor, you may 
advise him that it is contrary to Department regulations to draw 
more than one sample without the return of the receipt. Instances have 
come to our attention where ag many as five and six samples were ordered 
drawn long after the receipts had been issued by the warchousenan and were 
in channels of circulation, The depositor has no right to request such 
samples when the receipts are outstanding, ard we must insist that any 
depositors that make such requests shall return to the warehousenan 
the original receipts for cancellation prior to drawing the sanples, and 
after the samples have been drawn, the cotton shall be reweighed and a 
new receipt issued therefor on the basis of the reweight. 


ivery warchousenan Isnows that if a bale of cotton is sampled. 
several times, that bale is cound to lose in weight fron natural 
shrinkage. It loses not only the weight of the samples, but there is 
an invisible loss through evaporation, The warehouseman is alnost 
invariably charged with the loss. The best way to protect himself 
is to follow the procedure above outlined, 


In this connection, we urge all warehousemen to immediately 
prepare their tariffs for the coming year. In preparing those 
tariffs, they should give careful consideration to see to it that 
they are clearly worded and that they include therein a charge for 
s@mpling, resampling, and reweighing, so there may be no question as 
to their right to make such charges. 


More care should be given to the wording of tariffs. Itis 
quite apparent that with various Government agencics coming into 
possession of cotton in licensed warehouses, the Goverment will 
resolve any doubt as to authority to make a charge egainst the ware- 
housenan, You are therefore urged to be doubly careful in the 
preparation of your tariffs this year, making sure that they are 
plain, definite, and comprehensive. 


Very truly yours, 





In Charge, Administration 
U, S. Warehouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 


AGRICULTURAL MARKETING SERVICE / pe 
WASHINGTON, D. G. f rs ee 
/ 
i [eve 
| i yo fy ’ j 
1%S. Bop. 
Get Ay Ph PY June a, 1940" 


MEMORANDUM FOR UNITED STATES LICENSED WAREHOUSEMEN, 


Gentlemen: 


The President of the Towner Rating Bureau which fixes 
the rates for bonds written under the United States Warehouse 
Act advises under date of May 25 that on all now bonds and at 
the respective anniversary dates of cxisting bonds, United 
States Warchousc Bonds will call for the following scale of 
ratcs: 


Per M 
Eee 
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This marks the third reduction in rates that we have 
secured within the past three years or less, Tho rates, in 
my opinion, are now reaching a reasonable base and I trust 
that each and every warchouseman will lend his every effort 
to see that no irregularities take place under the Foderal 
Warehouse Act, This means, of course, that the management 
of each and every organization must give careful attention 
to its operations and particularly closely supervise its em- 
ployees. Let us see if we can't continue our good record and 
indicate in a substantial manner to the rats-making bureau 
that it was fully justified in its action, 


It is the hope of this office that the conduct of 
Federally licensed warehousemen will be such that it may 
so command the confidence of fire insurance rate~-making 
agencies that they will give all Federally liccnseod ware- 
housemen not only more favorable insurance rates but a 
better form of coverage, We have attained such a standing 
in the eyes of the bond rating bureau, now lot us strive 
toward getting the same favorable standing with the fire 
insurance underwriters, 


Very truly yours, 





or 

H. 8. Yous, 

In Charge, Administration 
U. S, Warbhow 
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| WV\ys BUREAU OF AGRICULTURAL ECONOMICS 
4 Pu WASHINGTON, D. C. 





815 Board of Trade Building, 
Indianapolis, Indiana. 


Gentlemen: 


Answering your letter of in which you ask for informa- 
tion relative to the U. S. Warehouse Act, I will first state the general 
requirements for licensing: 


1. The applicant must be of unquestioned character. 


2 He must have a suitable warehouse for the storage of the 
products to be stored, 


3. He must be solvent, and, in the case of grain, must have and 
maintain at all times unencumbered net assets equivalent to 10 cents for 
every bushel of the storage capacity of the warehouse to be licensed. 


4. There must be someone available and connected with the ware- 
house who can qualify for licensing as an inspector, grader, and weigher. 


5. The warehouseman must file a surety bond with the government 
at the rate of five cents per odushel of storage capacity. On warehouses 
having a capacity of 100,000 bushels or less the bond is $5,000. This 
bond costs the warehouseman $10.00 per $1,000.00 per year. 


6. The manager of the warehouse must know how to take care properly 
of the products to be stored. 


7. If a corporation, the purpose clause of your Articles of In- 
corporation must give you authority to operate warehouses for the stor- 
age of grain or agricultural products. If the Articles of Incorporation 
do not grant this authority, it will be necessary to have them amended 
so as to permit the warehouseman to do a public storage business. 
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To secure a license under the U. S. Warehouse Act, you should 
make application on the enclosed form and attach thereto check payable 
to "U. S. Department of Agriculture" in an amount not less than $23.00. 
This is the minimum fee for one warehouse or elevator. Also complete 
the blank financial statement forms which are enclosed herewith in 
triplicate, sending two copies to this office with your application 
and fees, and retaining the third copy for your own files. When these are 
received in this office your application will be given usual consideration. 


I am enclosing herewith a small pamphlet, "Warehousing Farm Products 
under the U. S. Warehouse Act", f you will read this carefully I feel 
confident that it will answer most any ordinary question for you. For fees 
and amount of bond necessary for grain warehousemen, please refer to the 
back side of the application which is enclosed. 


If we can be of further service to you, please do not hesitate to 
write to us. 


Very truly yours, 


Gy Gio Islas 
In Charge, Indianapolis Office 
Administration U. Ss. Warehouse Act. 
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LIS? OF 1 HORRIBLE EXAMPLES" PRESENTED BYAUARIOUS. MEMBERS Gili 
STAFF AT CONFERENCE ON ADMINISTRATION PIT.) 22 WAREEOBSE ACE. 
APRIL L3-LE, 1925) 






" (eamieieeetieean 
= : 
e. €, 
y 
®. 
ee 
— 


nq 


MR. COFFEE: aA case occurred in Jn TP om Georgia, in hich theree 
Were receipts issued for approximately $500 bales of cotton. It was caused 
by the fraudulent issue of recéints This warehouse had been checked by a 
Federal Reserve Bank Inspector and they had never seen copies of the 
receints issued. They had been giving pretty good reports on the varehouse. 
The fraud vas discovered by comparing numbers. The fraudulent receipts 
were numoered very much | nicer then the current series. The logs in this 
case Was borne by banks and cotton shivvers and to some extent by the farmers. 
I think this is one oF the strongest arguments we have for the supervision 
of receipts and keeping a record. At one time the lcss vas said to be above 
tvo million dollars. That appeared in the pavers. It vouid figure at 3100 
per bale about one million bus I remember having seen in print that it Wes 
more than that. I think the actual loss vas only a million. Some of the 
roceipts represented cotton that had never existed and in some cases it was 
Supposed to be bagging and sweepings. 

MR. GROUT: As a direct result of the case in Augusta, we got 
large warehouses to come under the Act, In fact, in less than a Week's 
this failure vas made knovm to the public, I had a long distance 
teleohone call from Augusta to come down and see what could be done toward 
reorganizing a certain Warehouses company and this request came from the 
vice president of one of the largest banks in Augusta. when I arrived his 
first question was: "what vill you have “us do, we Want to get right." fs 
I stated already, we got two large warehouses at Augusta. we have kept 
close behind those warehousés, checking their receipts, and have found 
nothing at Auguste out of the ordinary. Mr. Treadaway has probably taken 
part in more of the Augusta inspections than any of the Atlanta force and 
I think he will bear me out in this statement. This banker was an official 
of the Warehouse company. ‘we do not think the bankers in Augusta have given 
us the cooperation that they should, but they tell us that it has not been 
necessary to make loans on cotton in the past year or two as several years 
ago. I kmow that at least one bank insists on Federal Warehouse receipts 
as collateral. The officials of another bank tell us they much prefer 
the warehouse receipts and have not loaned money on anything but Federal 
warehouse receipts. We think they might bring some influence to bear on 
some of the cotton factors in Augusta. 

MR. STEIN: I want to present the case non-licensed warehouse. [I 
have used this to interest vankers on occasion. a Was a case of a warehouse-— 
man operating private warehouses, One of his depositors had 67 hogsheads of 
tobacco in storage and got 67 warehouse receipts and took them to a bank 
At the same time he obligated himself to another bank and one time called 
up the werehouseman and bold. him he had sold the 67 hogsheads of tobacco 
and to stop by the bank and set the receipts. It so happened that the 
manager of that warehouse had made up hig mind to leave the Warehouse and 
departed. The proprietor of the Warehouse never thought of it and the 
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receints remained at the bank and the tobacco ‘Was shipped. <A little later 
the bank that held the receipts was involved in financial difficulties and 


Was taken over by another bank. ‘The other bank seemed to have taken these 
receipts as part of the assets and in due course of time called on the 
Warehouseman for the 67 hogsheads of tobacco. They threatened to sue but 
Al u 1 
ie 


finally got it straightened out. There Was nothing to it but a grave 


possibility existed in it. I sav the attorney for the warehouse and insisted 
that he get the 67 hogsheads of tobacco, so nothing happened, It shows the 
necessity of having an wo-to-date method of conducting a Warehouse and 
returning the receipts before a shipment is made. This happened in 

North Carolina. 

Ancther example of doing business a loose Way is the case of a 
brotner-in-layv gtoring 9 hogsheads for ae a ther-in-lew, ‘when the 
brother-in-law told him he had sold the tobacco and asked him to ship it, 
being his brother-in-lay he never insisted on getting the receipts back, 
and it so happened that a little later the brother-in-law was a little 
cei up for cash and insisted on getting another 9 hogsheads of tobacco. 

hese two cases I have often brought up to bankers in discussing some of 


a things we obviate when a varehouse is licensed under the Act. 


Another case of loss is one that was recently 
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Lancaster, Ky., we found that a warchouse was unsuited for the storage 
of tobacco after it had been licensed. I am frank to admit that I made 
the original examination, and I am franc to admit thet I unqualifiedly 
recommended the issuance of the li ies poe = an. frank to admit that I 


regret very much having done 30. 45 
annearances seemed to be safe, There sas. no ie in them. The warehouse 
seemed dry. The concrete came Quite high above r of the warehouse 
and it seemed that there wag no question as to the safe-keening of tobacco. 
found that considerable 
use, The Poor 
Was very difficult 
ng it from the 
has taught me 
=) ions. It séems 
to me that in addition to the conclusions ve errive at individually as to the 
desirability of the Warehouse, particularly for tobacc a ig susceptible 
to moisture conditions, it Would be Well and safe to make additional inguiries 
from men who we think may be in a position to know the characteristics of 
a particular house, 


However, recently we examinei the Warsnouse and 
tobacco had been damaged because of moisture in the wareh 
Was a sawtooth root and they told me on this 

to keep in repair, so that the tobacco av . 
bottom and the top. J mention this partic 
a very important lesson with respect t 


ev 


MR. MCLURE: My case is one that occurred in LaGrange, N.C., and is a 
case in vhich the warechouseman ae hee cotton from the warehouse but 
instead of cancelling the receipt s he tools them to. the bank and secured 
funds from the bank on the receipts oe cotton already delivered. a 
think the bank vas the ultimate loser of money. I think about $6000 was 
involved. The loss Was detected st the time of a subsequent inspection. 
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MR. MURPHY: Th 
factor in Houston. 
the amount of one rece 
read 1901 and in 
in Houston and believe 
a loss to two banks, 
The latter which was a 
half of the $50, O00. 
ease ‘in which I haven' 
under the 
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permits more than 100 
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ure coulda not be ascertained because the Warehouseman Was 
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raise our receipt from 1 to 100. ‘The point I wish to bring out is that 

where these multiple bale receipts are issued as pledges for collateral 

the inspectors shovld verify or check <zith the records of the local banks 

that hold the recéipts. In this vay we could catch e case similar to this. 

“@ have often discussed thig in Atlanta. We couldn't do it in every inspection 
6 


but there are only a few cases in Atlanta where we have the multple bale 


receinot. 
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scems to me that evsn though we have the limit of 
100 bales a receipt t . 


less than 10C bales could be raised to 100 and not 
beyond but we would not have had any war of finding out this fraud in making 
inspections. It occurs to me that our regulations should take care of this. 

am not in favor of the multinle bal celpt but it does not look as though 
we can do avay vith it, but I think the regulations should afford some 
additional safeguards where this multiple tale receipt is issued, 
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apolicabl S least two case 
that have tentio ms se of individual bale 
receipts the merks have been changed, for example, the grade mE, Li 
remember one case in Selzoni, Miss., Which came to our attention through 


the varshouseman in Which the ae te were put up at the bank to obtain 
loans and then one of the membe oO! the cashier, changed the 
grads marks on the individual Wate. The Warehouseman got knowledge 
n some Way and called it to cur attention in a subsequent inspection. 
In chasing this down we found it Was not a case of fraud or intent to show 

e ré valuable but that the people who owne 1d the cotton 


co the ee ae that wes done by the warehouseman and 
his classer and thought they kneW more about the cotton, and changed the 
grade in some cases highs a 51 yc ue one of the cotton 


eo hone. Me others lower. 
t evades when they Were not gatisried, 


e 
associations also made changes in 
i $4 the bankers and checking 


Efchink Mp. Grout's 
um the copies with the originals is ag 





One case comes to iny mind where I made recommendation for license 
for which later I was very sorry of a building in Fort Wayne, Ind. Everything 


looked all right but we found that after we issued the license the dealer, 
a wool dealer, who had tals warehouse Was principally interested in having 
his warehouse licensed for the wurnose of selling more stock in the company, 
which at that time vas not in the best shape. They nad sufficient assets 
to meet our requirements, Which were rather low at tnat time, and used the 

% Ste 


fact with the farmers to promote the sale of 


There Was the case of a non-licensed Wool varehougeman, the Union 
Wool Warehouse and Storage Company of Boston, Mass. I refused the manag-r 
of that plant some years ago and after a hait-hours discussion with the 
manager I vas so discouraged vith the fact of their ever becoming licensed 
t dropped them pretty quick, This company in about nine months failed 
FOr wr lLetons, 
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Another ehou € Which was not licensed was doing two things. Their 

ed clos was t + the wool cf western growers and. also warehouse it. 

noy obtained loans on the Wool stored in their vrarschouse from Hanh bankers. 

i the time the loens matured the bankers demanded vayz 
renew and the peoole connected sith the organization were unable to oe oe 
money quick enough and it ceugsed the failure of milli do] 

think there was lack of foresight in financing and the fact. that two, functica. 

ti 


nz t 
were connected. Jt vas the financing of the marketing operation of the 
organization as well. 
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Organization which caused the downfall of the ware housing 

MR, wALDIE: There have been cuite a number of warehouses that ha 
failed in Oklahoma and Kansas that I know of, but they were not licensed 
warehousemen, that is they were not warehousemen in the sense we th 
them. They usually do a merchandising business oe it is simply because 
people have so much confidence in grain warehousemen generally that gives 
of them. Men Ww! 


them a chance to take advantage ho een would not be 
classed different from the average man seem to be tempted sometimes. with 

the speculative market. I happen to know the clerk in the district court in 
Northern Oklahoma and knew of one case that had been tried in that court 
comparatively recently and in order to get more or less acctrete information 
I wrote and asked him about it. He was very kind in furnishing me a counle 
letters that somevhat brie? the information contained in the court record: 


im re Morrison Bros. Mille, Inc. 


Along about .1919, Morrison, 
kla., purchased a small miil there 


¢ fe) i 
3 and an elevator at Renfrow, and Pond 
Creek, and & short time afterwards started a movement to build a large 
brick mill at Jefrergon. They issued Mortgage Bonds to different parties 
in the community of Jefferson, mostly Farmers, and the farmers putting 
up the cash for the mortgage bond, in the totel of $75,000. This vas 
built during high times during the war, and cost $125,000. 


Later the Morrisons deemin 

the business induced several fa s 

banks, in order that Morrison Bros. might get 
a 


money to carry on 
dation notes at 
credit at the bank, 
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é further 
with the understanding with the farmers that said notes vould never be 
realized on, being given only for the purpose to get Morrison Bros. credit. 


These were in the total amount of $30,000. 
There was wheat stored and certificates issued in the sum of $40,000. 


The Oklahoma State Bank at Enid, Oklea., held indebtedness against 
Morrison Brog. in the sum of $0,000. Stockholders of a8 © bank were as Bese 
nd the ban’ vas saved, The First State Ren of Pond Creek held indebte ness 
against Morrison Bros. in the sum of $40,000. Stockholders of the bank were 
assessed and the banzx was saved. In the year 1922, Morr 
tankruptcy in the Federal Court. 


fison Bros. wentoant> 


The bankruptcy proneedings only paid five per cent on general 
claims. The Mill and Blevators being sold for about $45,000. Several 
of the farmers were sued on their accommodation notes, the mortgage bonds 
issued were worthless, farmers lost about $40,000 worth of stored wheat, 
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There were tvo warehouseman"s bonds given in the sum of $10,000 
and these were sued on by the parties having the stored wheat, 
Realizing about $6000 on this, which would not make much per cent on 
$4.0 ,000.,., 


The Bank of Jefferson Which handled Morrison Bros. account and 
draft charged about $9000 on drafts during the three or four years 
of business, and have been sued by the other banks, the Cklahoma State 
Bank and First State Bank, in double the amount of $1&000 for usury. 


re Was practically a total loss to farmers, stockholders, ) 
parties with stored wheat and banks in about the total amount of $200,000, 


As a matter of interest maybe you vould like to know what became 
of Morrison Bros... They went to Great Bend, Kansas, starting a feed and 
flour business there. About a fer months ago, the two boys went to 
New Orleans, and branched out by buying for the grist mill at Great Bend, 
about $40,000 of flour on 60 days time draft. As soon as the old man 
got the flour he sold it to different customers at from $1.00 to $2.00 
less on the barrel than it cost,.and customers grabbed for it. ‘when 
the 60 days were up, the drafts were not honored. 
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The Consolidated Flour Mills Commany, a Kansas Corvooration, 
was in the years 1921 and 1922, I believe the dates are, onerating a 
line of elevators in the State of Oklahoma, one of which was located at 
Lamont, Okla., being their agent something like three years, The first 
year everything seemed to go along all right, so testified by all parties 
concerned. Mr..Boyer testified that about that time all the other elevators 
in the town were taking in storage wheat, and that he was losing out on 
that account, in as much as the Consolidated Flour Mills vould not let 
him store wheat. So he started to store wheat unbeknown to them and 
instead of giving the customer that brought in the wheat a regular 
scale ticket, he would write it on a white piece of vaper and give the 
party that as a storage receinvt. Mr. Boyer would then ship the wheat 
to the Consolidated Flour Mills, a corooration, his émployer, in his ovn 
name or some of his friends, and the mill vould send him d¢aft for the 
amount of the wheat and he would embezzle the money himself, to the 
amount of about $12,000.00 worth of wheat. However in no instance tas 
the wheat othervise disposed of than shipped to the Consolidated Flour 
Mills, his employers. On September 11, 1923, something like o4 law 
suits were filed in the district court of Grant County by various parties 
living in the vicinity of Lamont, Okla., who had stored wheat, and had 
only received the white tickets from Boyers. They went to the Mr. Boy r 
at different times, ready to dispose of their wheat, as the orice warranted, 
and he was unable to pay them, so these parties sued the Consolidated 
Flour Mills Company. 
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On Sevtember 15, 1923. 
office of the Company at Hutch 
embezzlement, the company |! 
Mr. Boyer couldn't see her, 
took down the evidence or conf 
confessed to the embezzlement 


having a stenogranher in another room 
and-didn't know she 


he 


Mr. Boyer Was called to the main 
‘inson and confessed to them ag to the 


where 
a 


Wags there, and she 


ession that he made, in which he 
of something like $12,000 worth of 


wheat. These civil suits were filed in the district court on the 

llth day of September, 1923, and one of them has been tried, before 

a jury in the district court, and was decided in vor of the plaintiff 
Led 


and against the A aoe F 


fa 
an 


lour Mills Company and has been appeale 


to the Supreme Court of the State of Oklahoma. 

The question of jurisdiction of the court Wes brought up inas- 
much as the defendant, the Sonsolidated Flour Mills Company, a4 
corporation Was a foreign corporation, but the Court held inasmuch 
as they had sold feed, flour, etc. on a small scale, they were 
doing a retail business and vere under the jurisdiction of the 


district court, Grant County, 


Okla... The next question was a 


question of agency, and the court held thet the plaintiff had 
proved agency. Mr. Boyer, the agent of the Consolidated Flour Mills 
Company was arrested upon a charge cf embezzlement of both wheat 
and money and in the criminal matter, the district court held thai 
the state of Oklahoma could only stand unon either the embezzlement 
of the money or the embezzlement of the wheat, 

The jury in the criminal case in the district court, gave 
Boyer the agent six months in the State Penitentiary, and he has 
apoealed the same to the Criminal Court of Appeals of the State of 
Oklahoma. Phe other 23 civil cases are still on the docket and 
ready to be tried at scme future term of the district court. Qn the 


1923, 


6th day of September the 


disposed of 
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they got the wheat, as Boyer snipped none elsevher ae the storage 
wheat along with the wheat bought legelly and accounted for, but 
instead. of accounting of this storage wheat to the Payiane in the 
community who had stored it there, Boyer would embezzle the money 
to himself when the company sent it. 

F,.G. Bouton, Covrt Clerk, 


Medford, Okla. 
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order to get a negotia Th 
beans that the Bean Storage Corporation stored for the Louis EH. Sands 
pee which vent down in the crash. ‘The Sands Company Was declared 
nsolvent about the same time wir. Sands disacveared the first week 
ee ee The creditors oe themselves in this position. Warehouse 
receipts were issued by the Bean Storage Corporation to the Louis E, 
Sands Company. Here were rece Sone for beans stored presumably by 
farmers all around and also beans left for cleaning and beans moving 
for transit. Here is the story. The beans had not. been identified 
when they came into storage and had been moved around. The identity 
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Was supposed to be preserved in each instance. When Mr. Daly became 
the receiver and representative of the referee in bankruptcy the 
question arose as to whose beens were whose in the bankruptcy case. 
Then it devolved upon the referee to sift out the beans and he is 

still counting them, The result is that the growers who are not able 
to go down and identify their individual lots of beans are losing their 
beans. That is, they are being considered in the light of common 
creditors and will receive their prorated share of assets if there 

are any left when the bankruptcy case is dismissed. Here is a case 
where one concern lost $89, 750--one bank on warehouse receipts alone. 
Another concern on warehouse receipts lost just $75,000. The grovers 
of course lost from a few dollars to two or three thousands. Operators 
lost all the way from one to five cars of beans in the smash largely 
due to the fact of no supervision. Probably the loss on warehouse 
receipts alone will total around $750,000. The day I was in Albion 
this case was in the hands of a jury and just before I left they 
reported § for conviction but 4 were not convinced that Mr. Sands had 
really taken these beans with ctwiminal intent but he had shown to their 
satisfaction that this was a common vractice in tne warehousing game 
and that he had intended to put those beans back vith other beans and 
would have been in business yet had the irregularities not been taken 
up. There are a number of banks now that are glad to listen to the 
story of the U. S. warehouse Act in Western New York. 


There was another case that came wp in connection vith my 
recent trip there in which a bank had loaned $40,000 against some 
warehouse receliots covering an agricultural product which we do not 
have under the Act--aoples. The apples were shipped out, the bank 
called the loan, and found no apples. That bank does not like the 
sound of warehouse*receipts any more and was glad to know that it is 
possible to have warehouse receipts issued under the Warehouse Act. 

MR. GAILLARD: This happened at Darlington, 5. C., where I made 
a subsequent inspection and found 191 bales short. There was no loss 
involved except to the warehouseman himself. I called for the receipts 
covering the short bales and he said he did not know anything about 
them, he had delivered no cotton without the surrender of the receipts. 
I pressed the point a little but couldn!t get anything out of him so 
asked him who his biggest depositor was, He said it was the Shackleton- 
Company. I went there and asked if they owed Mr, James any receipts. 
He said there are some in the local bank here and went over and got 
those, about 25, and said I think the rest are in Charleston. He left 
for Charleston but came hack from Columbia and had a representative of 
the bank with him. He said I have some receipts but can't turn them 
over yet. I said, how many have you? He said, I will turn these: 
over to you before you leave but he went off with Shackleton. [ 
learned afterwards that Shackleton ‘was very much tied up and I learned 





that the manager lost $6,000 but I can't figure but how he got in it. 

The only way I can see that the manager lost money was that Shackleton 
surrendered receipts for Sotton which he should have had in the warehouse 
but checked his books and said it was not there. I understand Mr. James 
had to mortgage his oroperty, but I do not think the bank lost anything. 
This happened last summer some time. 


MR. MORROW? I have been connected with the work such a short 
time and my entire time and attentidn has been given to standardization 
that I have not seen any particular instances of warehouse failures 
but I vould like to bring out an illustrative point. in connection 
with a bank failure-- that is the Federal supervision over State 
supervision. We had an instance in Tennessee of a bank failure 
that was indirectly connected with warehousing vork inasmuch as 
paper covering tobacco Warehouged by individuel dealers was put up 
as collateral and the bank was solely under state supervision and 
it seems the cashier and president were on extremely friendly terms 
with the State Supervisor of Banking and they held vild parties 
together, etc. and the case is still pending with quite a loss to 
individual depositors for loans made to tobacco men on this tobacco 
paper and 1t just occurred to my mind the great advantsges of Federal 
supervision over State supervision. This bank had a loss of something 
like a million and a half dollars just recently. 


MR. NEWTON: ‘the rest of the fellows have taken the best examples 
so this really leaves me with only a few which really I doubt you are 
going to consider horrible examples. One instance which occurred several 
years ago at Crystal Springs, Texas, happened this way. I went out there 
to make an inspection on an application and sav the man who was running 
the warehouse and we went down to see the Warehouse. when we got there 
I found it was only one of those open air warehouses with a wire fence 
around 4@) quarter of a block of land, Which of course let us out. The 
point is this. When we got back to the bank one of the bankers was very 
much interested in the varehouse Act and incidentally said to the fellov 
running the warehouse, "TI have a bale of cotton in your warehouse that 
I have had there for § months, JI better go dovm there and see that 
bale." we went on back down to the warehouse and laying in one corner 
of the lot in the weeds vie saw a bale of cotton. We rent over and looked 
at it-—-it just wasn't cotton any more. The banker did not know of this 
condition at all and said, "I have your warehouse receipt up there but 
I have no cotton." "vhat will you give me for this warehouse receipt?" 
The warehouseman looked at the bale and said I will give you $1.50 for 
the cotton. This example illustrates the fact that warehousing has 
a value from the standpoint of protection. 


Another instance happened at Memphis to the Federal Reserve Bank 
several years ago, which was a case of substitution of collateral. I 
do not know What money was involved but evidently the Federal Reserve 
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Bank did not suffer any loss but it ended in putting into effect the 
system of classification of cotton receinvts, A, B and C's. It seems 

that the practice at Memphis which was perfectly satisfactory to 

them until they awoke was that people who borrotved money from them 

and had their receints there were permitted to take certain receipts 

out and put others back. In other words, they substituted collateral. 
They finally avoke to the fact that the fellows had been taking out 
receipts for the high grade cotton and onutting back receipts for very 

low grade of cotton. It awoke them to the value of proper identification 
of the bales and proper statements on the bales. 


dnother instance that I vould cite is in regard to the situation 
that is in effect at one of the most important cotton points in the 
territory west of the River. It is a horrible-example in a vay. ‘The 
common vractice at that point is to issue receipts, incidentally block 
receipts, with no limitation on the number of bales covered or any 
eescription except that, it covers perhaps 150 bales marked x, VY 4. 
They co. not require the return of the identical receipt. If a man 
wants to sell or get 100 bales of cotton out of a warehouse, all he 
has to do is surrender 100 receipts. It probably does not develop 
any loss but is a practice in that district which up to now has been 
satisfactory to everyone concerned and from which we have been: unable 
to break away from. 

MR. DUICHER: “We of the Pacific Coast did some team work so 
there igs no chance of stealing each others thunder but I am going to 
say that this is not the case that it vas agreed I should cite. 


The Topping Implement and Grain Company of Oregon was licensed 
under the Federal Act. The president was also sheriff of his county. 
The bond agent called up one morning to say that Topping had left 
for parts unknown and that they rere acting on his bond and also on 
his warehouse bond. That was a clue that might mean enything. 

Within 24 hours we had an inspector at the warehouse and the first 
preliminary inspection showed that the house vas short several 

thousand sacks, We found they claimed they had shinped grain under 
verbal instructions from the people in Portland who were holding the 
warehouse receipts, Which Was the Grain Growers Cooperative Association. 
The next thing we had the manager come to Portland and in discussing 
the case with him he said as soon as the case was squared he Was going 
to take his wife and family and go to Arizona. One of the inspectors 
told us that the case was not cleared wo and he did not get away, We 
got the warehouse receipts from the Grain Growers Corporation but first 
we got the auditor at the office. I asked him to bring the Warehouse 
receipts that afternoon but he decided it was too late. I then asked 
him to have them at the warehouse at 9 in the morning but he could not. 
It appeared the receipts were at the bank as collateral. After the bank 
opened we cancelled the receipts and then followed the case through to 
a successful conclusion so there was no loss to the depositors. In 
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the final analysis it vas found that the concern was forced into 
bankruptcy, a receiver vas appointed, and there vere warehouse recéints 
outstanding but the warehouse was empty. Then the question came up 

as to the vosition of the holders of the Warehouse receipts, The case 
Was in the court and the attorneys argued on one side that the depositors 
and holders of these receipts should be pooled vith the other creditors. 
The argument of the opposing attorneys Was that the grain was identity 
preserved. and the individuals were entitled to their grain, but there 

Was no grain there for them. The court decided that they were either 
entitled to their grain or its market value. .There being no grain he 
issued an order to the receiver to pay the market value for this grain 

as represented by tne receipts so long as there Was any money left in 

the treasury and that just about cleaned them. The receiver was opposed 
to this ruling of the court because he realized that it would zipe the 
slate clean and he probably vould be unable to collect for his receivershin,. 
The last time our inspector vent there, he Went with instructions to stay 
on the job until the case vas closed, but it was largely through his 

efforts that the case was finally closed and the court decided as it did. 


MR. C.C. BROeN: Out in the Pacific Northvest ~e have had a good 
many recent examples of warehouse failures, The one I am going to tell 
about is one which I thin failed in November, 1924, the Green Valley 
Union warehouse Company at Sphrata, Washington. This is a pretty good 
example of a failure on the manager's part to carry out any good 
warehousing practices. This fellow shivped out wheat that was in 
storage; he changed the records of the company and did just about 
everything a fellow could possibly do that would be contrary to Ware- 
housing regulations. I will read a statement which the trustee of this 
company has put out as a result of a rumor that was circulating to the 
effect that the company had made $22,000. in three years where as a 
matter of fact it had a loss of over $9,000. 


"T> the Stockholders and Creditors of the Green Valley Union 
Warehouse Company. 


"On account of a false rumor that has been circulated that 
this company had made twenty-two thousand dollarg in the last 
three years, when in fact it has been run at a loss to the 
company of over nine thousand dollars, we thought it advisable 
to send you the enclosed statement of the condition of its 
affairs ag is shown by the following figures: 


/ 


Report of Auditors Richards and Reoort of Auditor L. F. Reinhard 
Wilson of May 28, 1921. of Novi. 7, age: | 
Indebtedness...... $37,624.85 - Indebtedness...... $28, 314.39( Indebtedness 
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Assets Asgets 
Consisting of notes, cash, Consisting of notes, cash, 
accounts, and stock of accounts and stock of 
Foods. 28 ea. ae $38 1285.85  leogds.... : FO irs: $19 S465 (hose ane 
Oat ia. wie eke lob) Ole oe) JL BIS ee 
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Business operated at a net loss during the 
period from May 28, 1921 to November 17, 
VOPR OL cc's ola ous ee 5 Sale re ee 


"In addition to the above and to give you an idea of how 
the business vas managed during that time ve auote a few 
paragraphs from the auditors reports and statements taken 
thérerrom: 

NTt cost $6.50 per ton to handle your grain, thig cost 
does not include manager's salary, plant aevreciation, or 
interest on either borrowed money or invested capital, but 
just the cost of handling grain, if that was included the 
cost would have been ten dollars per ton. 

"The manager's salary amounts to $2400.00 per year, 4 
years and 4 months it amounts to $10,200.00. 

"$2400.00 amounts to 3 cents per bushel on $0,000 bughel 

$6.50 per ton equals 19-1/2 cents per bushel 

$10.00 per ton equals 30 cents ver dughel 


L. F. Reinhard'!s Report) 

"Tt is manifest however that the corvoration not only lost 
more in the fiscal year ending May 31, 1924 than is shorm in the 
revort but also lost more money during the fiscal year ending 
May 31, 1923 than is disclosed by the report of that date. 

"Section 1 of Article 6 ee Ha that employees must not 
engage in ae es ations or options. 

"Section 2 Article 6 provides that no funds be loaned and 
that the corporation is not to enter into speculation. In my 
judgment none of these vrovisions have been complied vith. 

"The books show that the management speculated in wheat by 
selling stored wheat to the extent of avout four thousand bushels 
the price went up causing a considerable loss to the company. 
The books further show that the manager purchased wheat he h 
an interest in and after the wheat advanced about ten cents he 
cancelled the sale and resold the same to the company; while 
making a gain for himself the company had to stand the loss. 
When the shortage became known the manager sold all wheat he or 
his family had an interest in. 

"The by-laws prohibit loaning money, and the stockholders 
seem to be under the impression that no credit was to be extended; 
however the manager did both to the company's loss to the extent 
of several thousand dollars, 
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"ihen some of the farmers sold their vheat the manager withheld from 
them the amount of taxes that would have to be paid upon the wheat, and 
with only two or three exceptions he wag interested in, he did not pay the 
taxes, but used the money to take up the shortage in fie wheat. The amount 
withheld and not paid to the treasurer was $567.28, 

"Among the notes listed in the report of Richards & Higgins of 
May 31, 1924 appear various notes amounting to $2,588.ce as missing, no 
explanation was offered what became of these notes notwithet anding such 
notes were acknowledged to have been in the pe teeae en of the corvoration 
subsequent to May 31, 1923. 

WA careful examination of the ledger sheet for the wheat account 
shows that the same has been tampercd with and vewritt en. The balance 
on the ledger'as of May 31, 1924 as now constituted shows a balance of 
$12,086.74. ‘the bale ance shown on the trial balance book as of that date 
made originally by the booxkeeper shows $11,002.64, or a difference of 
$1,086.10. This difference resulting in favor of the management. 

"This statement can be verified at any time from the books, auditor's 

reports and the proceedings held before the referee in bankruptcy. 


William M. Clapp, Trustee" 


This company operated some three or four years but did not have a 
single audit of its books. Now they are trying to reorganize. No 
vrosecution has been instituted against the fellow who caused the loss. 

We, at least, think the books should have been audited in four years. 

Had this warehouse been operating under the U. S. warehouse Act, the 
insvectors vould probably have discovered that the manager was violating 

the by-lavg of the company. We would probably discover it when checking 

up the financial ledger. On the other hand, this might have been discovered 
when an original examination Was made of the warehouse. 


MR. CUNNINGHAM: I have in mind the Shreveport case. I believe that 
was in 1922. Mr. Loeb operated the Loeb Compress at Shreveport. ‘The receipts 
in this case were held by the Commercial National Bank at Shrevenort. The 
cotton originally existed that he issued the receipts for, but he shipped 
the cottonand left the bank the holder of the receipts. Mr. Store, who 
is now at the American Compress & Warehouse Company, was at that time 
employed at the Loeb Compress Company, prob2oly as foreman of the press, 
and also Mr. OWens, tho is still the engineer of the plant, which by the 
Way, is now operated by the American Compress & Warehouse Company. 


It so happened the office of the compress was up “pu and the men 
Were given instructions to ship certain bales of cotton. hey never sai 
the receipts at all, but when it came to a show down the bevieas Was not there 
when the Commercial National Bank asked for it. The result was the bank 
took over the commress and stood the loss. An organization Was then formed 
knovm as the American Compress & Warehouse Company, Which is now under 
Federal license, I had occasion to talk vith officials of three banks in 
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Shreveport and they mentioned the question at that time, so I explained what 
the act and regulations were and they expressed themselves as thoroughly 
sold on the Warehouse Act and they wouldn't consider anything else. I 
don't know the total loss but it was in the neighborhood of a million 
dollars, It was not less than that I am sure. I think Mr. Loeb probably 
owned most of the cotton himself and issued receipts to himself. Of 
course there was factors cotton in there too. Loeb later killed himself. 
The whole thing was caused because: of no supervision; just taking his word 
for the fact that cotton wes in storage when he should have notified the 
bank that the cotton had been shipped out, 


MR. NEWTON: I'd like to make this statement in connection with that 
particular case - that incident was the particular cause of the licensing 
of the American Compress & Warehouse Company. When we tient to see the 
banks and presented the Warehouse Act to them, they immediately "fell for 
it", to use the common expression. They sav where a thing like this 
couldn't happen under our system and so as a direct result they applied 
for a license and have been operating ever since. I'd like to make this 
point - part of that loss was occasioned in this way - it has already been 
stated that Mr. Loeb committed suicide when this thing was found out - the 
orifice of the compress company was up town and Mr. Loeb's instructions were 
thet the receipts should be cancelled up town and really part of the loss 
was occasioned at the time the cotton was delivered and the receipts did 
not come up'for cancellation but were still used as collateral. We, of 
course, take care of all such cases by provisions of the law, and the 
reguiations provide for effective cancellation of receipts. 


fR. HUFFMAN: Our Mr. Brown has already told you this afternoon there 

have been several failures of grain warehousing concerns in the state of 
Washington very lately. The specific ease of which I shall tell you about 
has occurred within the last thirty days, a receiver having been appointed 
for the firm, the Union Elevator Company at Fdwall, Washington. ‘The loss 

to the depositors has not yet been definitely decided. The losses have 
been estimated to be from $10,000. to $50,000. A considerable number of 
receipts are said to be outstanding for which there is no grain at this 

time on hand. 


When I was in Edwall last summer, I was told about a bad habit 
of consigning grain. When the manager found it convenient he would ship 
the grain to some terminal point which was covered by a receipt out- 
standing stating the grain vas in his elevator. He has a division on 
his receipt authorizing him to do so. I thought ai that time that 
would eventually lead to trouble. ‘The peculiar part of this case is that 
this manager was the father of two men, partners in a grain brokerage 
business in Spokane. They failed about two weeks before he failed, 


which indicates that perhaps some of his consigning had been done to 
his oWn sons. 


T believe that the less to the depositors could have been prevented 
by our examination service. I believe this serics of failures has ceused 
more eyes to look toward the Federal Warehouse Act as a nessibdle and 
provedle means of preventing these failures - more thon ever occurred in 
a similar period before. 
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MR. TREADAWAY: I cannot give you all the facts concerning a case we 
had with one of our licensed warehousemen; - The Jewell-Ioudermilk case. 
It has been some eight or ten months since I have seen the files on this case, 


I went to Gainesville as a witness in this case. A Warehouseman by 
naine Jewell-Loudermilk Company issued some licensed warehouse receipts in 
1921, 1922 or 19243. Some thirty odd receipts are involved in the case now 
pending before the court. These warehouse receints were issued to various 
depositors in and around Gainesville. The petition to the court by the 
plaintiff reads that one L. R. Sams is holding thirty-two warehouse receipts 
issued by the defendent, the Jevell-Loudermilk Company, our licensed ware- 
houseman, The petition is presented in two counts. One quotes receipts - 
19 receipts which are cancelled by alteration of signatures on the receipts; 
the other receipts are not cancelled. 


The petition, of course, goes ahead with the regular legal form and 
recites or order réceipts, I believe one petition recites too L. R. Sams 
has presented these receipts to the warehouseman with the willingness to 
endorse, however, I do remember the receivts are not endorsed. 


MR. CROUI: Receipts were issued to the farmors and one man Hulsey 
and never had been endorsed. L. R. Sams and Jewell-Loudermilk Company are 
under contract with J. L.- Hulsey never to endorse those receipts at all. 


MR, TREADAWAY: When I reached Gainesville I expected the case to 
come up and it was called but when it was finally called L. R. Sams wanted 
to change the name of L. R. Sams, a corporation, and of course it vas thrown 
out of court. The Judge asked a few questions but it was thrown out. He 
asked me should the receipts be endorsed. I told him the receipts were order 
receipts and I recited specifically that receipts should be endorsed if 
the warehcouseman should demand it. 


I forgot to say that our records show that all thirty-two receipts 
have been at one time in the warehouse and have been checked as cancelled 
receipts. 


MR. CROUT: I think I know at what inspection those receipts were checked 
off by the check marks and tarious other things, It appears that one of our 
men Was in Gainesville at a certain time and found the warehouse short some 
99 or 100 bales of cotton or cancelled receipts and asked the warehouseman to 
produce them, He went up town and as best ve know came back vith the receipts 
and they were checked off the records. [Et was the practice of the warehouseman 
to tear signatures from the records and it is possible he did not tear all 
signatures. He cancelled them from his records and they were not properly 
cancelled on the face. 


MR. TREADAVAY: The case is coming up again, I was told by Mr. Sams 
in the fall, again this summer. He says he can show shipping records on thirty- 
two bales, but I don't think so because there Was substituted cotton. However 
it is our plan to trace dovn a few of these bales to the buyer just to see 
what happened so far as these particular bales are concerned. . 





‘IT have in mind a case that happened in Alabama in 1920, at which time 
I was connected trith the Federal Reserve Bank in Atlanta. It appears that 

the First National Bank in Alabama was operating a warehouse in connection 
with the banking business. They would receive cotton from various customers, 
store the cotton in their ee and issue their own warehouse receipts 

and this receipt said "Form of warehouse Receipt" and vas signed by a different 
man from any official of the NEES They would take these receipts, loan a 

man money on his cotton and in turn rediscount vith the Federal Re serve 

Bank at Atlanta. You knor, of course, the Federal Reserve Banks maintain 
inspection forces to take care of Warehouses not licensed in the six districts. 
I made an inspection of this Warehouse. After checking cancelled recéints 
from the records, I had. a list.of cotton supposed to be in the warehouse. 

I went dovn to the Warehouse and.found I couldn't tag check the warehouse 

as Was our practice except at compresses and found the cotton was tiered 

five and six bales. high. -The cotton was tvisted this Way and that way. -I 
Pound J couldnt count up accurately. It fell Pitty bales short. JI. told 

the manager of the bank I didn't think the stock would balance. I told 

him I'd oe back the next day. The Manager courited stock for me the next 

day and he also counted fifty bales short. I went to the bank and told the 
clerk and demanded his file on rediscounts vith the Federal Reserve Bank. 

He produced them and vhey did rediscount a note for $5,000. secured by ey 
warehouse receipts, and the numbers vere listed on eee records. S50 I] went 
back to the records and found the date the cotton was received. I knew 

cotton had=been delivered since the last SoS ks was issued. I couldn't 

find on their shipping records thether beles had gone out in the meantime, 
but I wired to the Federal Reserve Bank at ce to wire me the number of 
the receipts. “In the meantime I went to the local freight office and found 
4k bales of cotton had been shipped to compress at a nearby town. I followed 
that shioment to compress point and Tound a compress receipt had been issued 
to-that dan for 44 bales, giving private mark insured by bank. TI-had to 
find out where compress receipt was. The only thing I could resort to was 

to consult the Bank Directory eee 1 found out the corresponding bank to be 

the National Bank in Dothan. I found the National Bank examiner and told 

him the status of the case. 7 wanted to know vhat had become of the receipt - 
whether it Was rediscov snted. He promised me the information.-. He took me 

in and there vas the receipt in the bank at Dothan. The Federal Reserve 

Bank at Atlanta called the loan and the National Bank at Dothan called its 
loan. I understand the loans were paid up on time and everything came out 
all right but it was a hot time for me in the small town. 


MR. DUTCHER: A Spokane Bank had loaned money on gr@in stored ina 
‘warehouse operated by a farmers' concern at Clyde, Washington, and held 
state Warehouse receipts as collateral. The President of the bank was 
driving across country and stopped at the warehouse and to his surprise 
found the warehouse empty. He inmediately called his bank on the long 
@istance phone and advised them of the depletion and set machinery in 
motion to make the collection. 


} 


ye Se 

He also found that other Bee es who had loaned money on the same 
kind of collateral had made the ages very vrior and they vere in a quiet 
Way endeavoring to make their coll EAs 

Wo suit was brought, either a civil or criminal action, but 
pressure was brought to bear uoon the manager of the concern who vas 
responsible for the condition and the issuence of fraudulent receipts for 
grain that had never been received at the warehouse. The father of the 
manager mortgaged all or his property; made good on the son's loss, which 
amounted to some $40,000. The banker wes asked why criminal prosecution 
vas not made. His reply was that they vere not interested in vnutting any 
man in the penitentiary but they vere interested in making the collection. 
He could not see that there vas any particular thing that they might gain 
by criminal prosecution. 


in 


MR. FRAZER: -I have in mind a case 


iG = ther remote about 1908 or 
1909. It vas a case of cotton warehouse in my home to 


wn of ace Migsissippi, 


vhich was a-case of mismanagement and fraudulent issuance of receipts. This 

was caused by the neglect of the warehouseman, vho, 1% later developed, turned 
out to be a drunkard. He allowed an old aes so handle and sample the cotton 
at the warehouse. Theis negro.was a well sducated ne tho vrote a good hand 


and this felloz through his drunken neglect went 


ce 


egro 
wo fear eas te ealiom thie 
+ + 


Ss 
negro to sign warehouse receipts so it develovec that this negro would go 
out. and sample a bale of cotton that vas already in stock, wrap it un and 

_he had some assistance of course (one or two country negroes) who worked 
with him on this scheme and they could sell the cotton without creating any 
suspicion. So he would issue a fraudulent receipt and go out and take a 
sample out of some bale already in stock and send it on to the bank, This 

2 t was det 


went on for a period of six months before it 
receipts came in and the cotton ordered ship 
‘100 bales of cotton short that never existed. They ren aa the negroes 
and put them in the penitentiary. The io 


rected. When these 
i Z 


Thi¢ warehouse is stili in. existence in Tupelo and I think Mr. Oreut 
has had some incuiry probably in regard. to their coming under the Act. The 
ovners of this warehouse were in no Way erence They are now and vere 
then one of the best and most responsible business houses in that section, 
The Clark Grocery Company it oH now. I vouldn'’t want you to get the 
impression they were responsib other than to allow this drunken manager 
to stay there ee enough for ae thing to occur. 


He 


i have noticed recentiy, within the last couple veeks, there vas 
quite a loss atthe Union & Planters Bank on account of Warehouse recéipts 
Ziven as collateral. The recelots were accepted by a former Vice President 
of the bank vho has now left Memphis.and is no longer connected with this 
bank. The deal was put over by 7. R. Farr & Company. They put ie réecoipis 
as collateral which stated they owned cotton worth 30¢ a pound which was 
really worth about 4¢ a pound. These receipts actually represented linters. 
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Of course if they had had our receipts, it would state Llinter. There were 
in all about 1300 receipts involved... They also in some cases made tv 
receipts out of one. It is reported out of 1300 bales 2600 were made 
and loans made on the receipts covering the 2000 bales.. The Rank is 
obliged to write orf a loss of ebovt 2,000,000. 

MR.. MOBLEY:. T kmow of one failure vhich happened several years ago 
in Macon, Georgia,. The Willingham Warehouse Company. Something Like 3/4 
of a million less was involved due to fraudulent issuance of receipts. 
They had no. cotton but had quite a bunch of waste in the warehouse and this 
Waste was. supposed ta take care of the cotton. 


MR... CROUDs Just about three months before this failpre came to 
i n Macon, we intervieved nr..Willingham and he told us very briefly 
he had no use thatever for the United. States warehouse Act. 
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MR..PARR: It so hapvens I don*t have to go far from home to tell. 
my tale.. The warehouse at my home town TI think was at one time about. the 
worst Mismanaged place I ever sav. TI have a list of the things they did,. 
and atter reading them = want ta. Ask Mr. Crout to give a little report. on 


em 


the warehouse since the time it 


Wa Som cay tiles 
became Licensed: 


Damages to stored cotton at the warchouse in one year Was more 
than one-half E fe) 


Issuance of duplicate receipts without requiring any bond. 


Delivered cotton without return of recsipis. 


Allowed cancellation of insurance by the purchaser of. the cotton 
without notation being made on warehouse record. 


No proper method of cancellation of receipts. 


Receipts were not kept after delivery of cotton, which were 
scattered throughout all the warehouse. 


Mr.. Crout. in 1920 was instrumental in having put this Warehouse under the 
United States Warehouse Act. 


MR. CROUT: It is a pieturc, as I understand it, before and after. 
I just want to gay briefly that we did take into the system this warehouse 
about, which Mr..Parr speaks in 1920 and we have had no reason whatever to 
find any fault in the management of the Warehouse since it has been operating 
under the Act. Probably the first year of operation, the volume of cotton 
was such that it wasn't stored in accordance with our requirements so that 
we could tag check it.. Mr..Parr soon remedied that. At first we required 
611 cotton in storage at the time license was issued should have receipts 
for that. cotton surrendered and licensed receipts issued for it.. Mr.-Parr 
had them carry out that requirement.. Thet put the warehouse records in good 
shape and they have been kept. that way ever since. Mr. Parr has been with 
us less than two years.. This incident: of which he spoke happened there 
before he came rith us. 
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MR. TRUEMPER: I heave in mind. an instance which will. show the 
advantage of shippers surrendering warehouse. receipts when they ship stuff. 
There was a merchant down here in Arkansas, near Pine Bluff, who had some 
cotton stored at Pine Bluff. He shipped the cotton but did not send the 
Warehouse receipts along with the shipping order, vrobably promising the 
sending of them later on. Anyhow, the cotton was shipped. These receipts. 
remained outstanding for e period of about three years and the fact that they 
Were outstanding for that long was brought to the attention of two of the 
company's auditors over three different audits. At any rate, it was finally 
found out and was brought out in an Set tena report that there was a 
possibility of these reccipts being still. outstanding. A short. time after 
the receipts turned up demanding the cotton. There was quite a bit of 
controversy over it... Thers really never was any loss entailed, except they 
turned un three years after the cotton was shipped. 
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the losses reached the 


nt in Mississippi... ID 
of 


have in mind st sana instance in which + 

miubisten dollar mark. it was the Leo Lesser incide 
happened a number of years ago and the loss came through the issuance 

c e i) RT ad b tune détaiis of that. havven know the 
block receipt couldn! t the details of that I happen to know the 
banker of my home town Lost (0,000. through the issuance of these 

a 3 

fraudulent block receipts 
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VR. CROULT: We have in Georgia a cooperative marketing association 
handling peanuts. This association has had some difficulty in having its 
peanuts warehoused. This is probably due to the fact that warchousemen in 
that locality have not deen entirely familiar with storage of peanuts. They 
rather prefer storage of cotton and warehouses are not constructed for proper 
storage and handling of peanuts in accordance with our regulations. 


xD 


oe association arranged with a certain number of Warehouse people 
to store peanuts at so much per ton per season $2.50 or $3 «OO per ae and 
the se varehouse yeovle in a good many cases ha Ag very poor financial 


statements and very poor Warehouses and for those two reasons considerable 
time elapsed between the time we made the original examinations and the 
licensed were issued. In the meantime, season of 1924, the peanuts 

were harvested and were coming into the warehouses very fast. Applications 
had been submitted for licenses and arrangements had been made for borrowing 
money on the peanuts on licensed warehouse receipts from the Intermediate 
Credit Bank at Columbie, S. ©. ‘The eae has came into these warehouses 

in two or three cases before we issued the licenses, Non-licensed receipts 
were issued against these vcanuts pending final action on the part of the 
Washington office with reference to the issuance of the licenses. One 

day I was called by telenhone by the Federal Keserve Bank and inquiry was 
Made with respect to non-licensed receipts issued froma particular warehouse 
in South Georgia. I replied that the Warehouse had not been licensed but 
we had an application pending for license. The Federal Reserve officials 
knew that we had applications from a number of peanut warehouses and they 
wondered why non-licensed receipts had been issued from this particular 
Warehouse. While my explanation wes satisfactory to the Federal Reserve 
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Bank, it occurred to me it might be well to find out from the Federal 
Intermediate Credit Bank at Columbia whether or not licensed receipts were 
held from thig particular warehouse, so I wired the bank at Columbia and 

in a very short while I received reply stating that there were a certain 
number of receipts issued by this werehouse under the United States warehouse 
Act. The next morning Mr. Parr was detailed to make an inspection of this 
werehouse. He found a duplication of receipts had been made at this particular 
Warehouse. They had issued both non-licensed receipts and licensed receipts 
aseainst the same peanuts. However, at that particular time licenses had 
heen granted, but the licensed receivts had been dated prior to the issuance 
of the License. Altogether we found that the duplication at that particular 
warehouse amounted to about 60 tons. The Federal Reserve Bank was holding 
licensed receipts in an amount. of sbout 60 tons and we found at another 
warehouse the same condition existed. We never did finally determine the 
overlapping of receipts at that other warehcuse because some of the non- 
licensed Warehouse receipts were held by local banks in middle Georgia and 
we dontt know just where these receipts were but we immediately reauested 
the local warehouseman at the first warehouse about which I have been talking 
to recall the non-iicensed warehouse receipts and. have them cancelled, and 
they were very promptly surrendered to the warehouseman for cancellation, 

we found that the warehouseman vas accepting instructions fron the peanut 
association, In other words, the peanut association instructed the ware- 
man to issue the non-licensed receipts before the license was issued and 
then they thought the license was issued and instructed the warehouseman 

to issue licensed recéipis and promised to return the non-licensed ones, 
Which hadn't been done. We had quite a little stir with reference to that 
situation. However, we got matters all adjusted and no losses occurred. 

The association was involved there to the extent of issuing instructions 

to warehousemen and we had an understanding with the association and the 
warehousemen that we would instruct the warehousemen with respect to 

issuing receipts. Two or three licenses were suspended by Washington. 

After the facts were known and after considerable. begging on the part of 

the association to make proper amends, the licenses were reinstated. This 
incident will show the value of our inspéction service to the Federal 
Reserve and Intermediate Credit Banks. 


There was a very close similarity in the forms of the licensed 
and non-licensed warehouse receinvts. have already talked on the value 
of our supervising the printing of warehouse receipts). It took a pretty 
close examination to determine the difference. In some cases they had 
used old stock of receipts and in other cases had scratched out the nameg 
of warehouses for which they had been printed previously and had inserted 
the name of the warehouseman for 1924. In a good many cases they hadn't 
stricken out the words with reference to the United States warehouse Act. 
This raised the suspicion of the Federal Reserve Bank. In many cases the 
licensed and non-licensed receipts were the same color. If they had left 
off every reference to the United States warehouse Act it would take close 
examination to determine it was a non-licensed receipt and not a licensed 
receipt. 




















— 





aN 08 sey tk ene 


se . 








Pan atet 





Se +#q ne 
SD a Maat 
mene 








- ec 


WR. wADE:. The case I have a mind is: the Union Warehouse & Supply 
Company at ee Tdaho It happened to be a competitor of min three 

or four years... I Vas operating ouage the United States warehouse Act,. but 

this case of shortage just heppened to turn up the first of last ee The 
manager of the concern Was let out at that time.. At the time he was let out 
they had an audit of the books ty e certified accountant... There was a shortage 
of 25,000 to 35,000 bushels at the Warehouse. At that the director's of the 
company, wouldn't accept the report... The directors were almost sure the 
enteries the manager made. in his book were not correct but this loss was to 

be explained. to him.. This company being a farmers’ institution and ormed 

by farmers was paying this man a selary for running it, but the main thing 

Was he was shipping out grain brought to the receiving station about. as 

fast as it came in. Jt Was to be reserve stuff. He was putting it out 

trying to get all storage he could, but it happened at this last audit that. 
came in they were suspicious of it. It has been brought to the peoples 
attention and there have been receipts brought in co up to three years 
before when & man selling grain wovld come to the warehouse ard there was 

no grain. The manager Was not vrosecuted. The foun holders of the 

company have decided to spase up this loss.. It was a case where the stock 
holders of the company are standing the loss rather than vut a man in jail. 


We. C. N. PULLEY: A man in Stoughton, Wisconsin, who was in the 
grocery business St Lae to store tobacco. He issued warehouse receipts and 
took them to the. bank., Leter on: he sold this tobacco to a.firm in Ohio.. 
Business was Soret: slack. He didn't take wo the warehouse receipts. 

Later on he sold out-the grocery business and left for parts unknown. He 
continued to pay interest: on Bee oes in the bank for about one and a half 
years after the tobacco was sold.and it was through a clerk in the First 
National Bani: where the loan had been made that the fraud was actually 
discovered. 
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; I kmov of a certain case of a doctor who issued Warehouse receipts 
on the 1920 crop.. The tobacco was sold,. the warchouseman at Stoughton didn't 
call in the receipis, and the tobacco was sold for $1,200. less than the 
security the bank had loaned on the warehouse receipts. when the bank 
found about this, they notified the warehouseman and the Warehouseman and 
the doctor paid the full amount the bank was out. This was not an intentional 
fraud. Neither was the first case I have told you abou 


J.. P.. BROWN: One day a farmer dropped into Columbia,. into the office 
of the State warehouse Bye acre He told him he had about 200 bales 
of cotton stored on his farm and he wanted a license issued to cover the 
storage of this particular cotton. He wanted negotiable receipts for these 
200 bales of cotton.. The commissioner said, "Alright, come to my office. 
He then made up the necessary papers.. Then came the question of a manager 
for the warchouse.. The man stated he knew a lawyer in town. This lawyer 
who never saw the building in which the. cotton was supposed to be stored 
was appointed manager of the. Warehouse then and there. No inspection of 
the alleged warehouse was, made.. After the issuance of the license to the 
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Latiyer as w pikes cag EN ne ies wes immedietely given receipts for 
OG the Tecsip 


middling cotton. The farmer then 3 pts to a bank, secured 
a loan and some tims after the insurance man inquired about the cotton. 
He had inouired several times agg and everything was reported "O,K.". 
"Haven't you heard about that cotton? IT had a fire up there last night 
and came in to have you send an adjuster up there™. -An adjuster was 

t 


sent. .He found no Warehouse, no cotton, but burnt. bands scattered all 
about where the warehouse Was supposed to have eae Qn. further 
investigation we were advised there had never been any catton. The 
State Varenouse Superintendent had issued a license Aithout maxing any 
examination whatsoever of the vroperty. it was reported that tio days 
before the supposed fire State warehouse inspectors had passed by the 
Darn, peeped through the cracks but saw no cotton in the building 


MR. HOLLIDAY: -In the Mississ i Valley and the grain trade west 
of the river are non-licensed Warehouses. The only case os on: the 
ne ] 


Westside of the river happe Long ago I don't remember it. 


we had & case I'd like to cite ~ a large terminal house in the 


grand smash up of 1920-1. Banks Woke uo one morning and found 
500, 000 bus. of corn covered by receipts without anything in the house 
I believe, to 


evoreu @5 Eéoria, Til. . That was = case, primarily due, 
4.) eae oy 
a u 


the fact t that administration of state 9s was very lax. -The 
superintendent had. been sending reports to the registrar giving the 
amount of grain that was being unlosded into the house and shipped from 
it. If the registrar had paid any attention to his business he could 
have seen the grain vas not in the house. .There was involved a: 500,000 bus.. 
loss. .The elevator man committed suicide and what the banks final loss 
Was = don'¢ know. This thing would not have happened if they had the 
ite 


supervision under the Un 
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There Was another case recently oF a small house in South Kansas 
where aman Was e& good elevatorman anc grain man. He had the confidence 

af the trade. He Was short a lot of grain and when the price of wheat 

got to $1.50 and $1.75 he shipped it out. When the price reached $1.30 

and $1.85 he traded it also. From fifteen to twenty farmers were depending 
on thig crop to clean up their old debts. This was also a state licensed 
Warchouse. While the losses weren't excessive, they were very deplorable. 
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We had another case in Kansas several yeers afc due primarily 
to the wording of the warehouse eek voaick might bé of some value. 
There Was an elevator concern over there and their grain Warehouse 
receipts read to the effect that a st : 
cértain »eriod, I believe cne year, and John Ik a8 Z 
ling the grain tc the warehouseman at any time re ahaa that period 
option. They shipped out the i 
wits The court decided they did not have a waretinuse paver, 
: 


6 


fil of salevand all they could recever vae their oortien of 
+ + 


e 6 200d idea to call 


the assets from the failure. f = 
attention of the baricts the fact. & we supervise the wording of the receipts 
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We had one cast here ~ think We stopped a material loss ina 

federally licensed house, This is the only case I know of where a 

series of irregularities have occurred. I dropped into that house a 
couple years ago to make a sub-inspection end f ound the people had about 

700 bushels of corn in the house with a warchouse receipt in a Minneapolis 

bank for, I believe, $,000 bushels. The varty said, and To tnink 2te2s 

true, he didn't intend to do go. He Was operating a corn mill and when he 

Yan short of corn tised the corn an ag house intending to replace it later. 

Of course, we only gave him ti to phone to Minneapolis and get 

the receipt back before we report oa ve £6 Washington. Our man stayed 

there until we did get it back. There wag no loss. We did report 1% 

to Washington and of course he lost his license. I have been using that 

very effectively with the banks citing the next time he got into trouble 

it might be for twice as mach; sometime they would show uo with a $10,000. 

or $15,000. loss if it hadntt been for federal service. 
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Speaking of registration and custodienship, I know of a case not 
long ago where it is dstee possible the fact that Pee Was & 
registration and custodians! orevented a loss. in this case a large 


Ship ¢ 
elevator concern issued a large number of warehouse receipts for No. 2 
hard winter wheat. They had a certain number of No. e hard winter, 

No. 1, 3, 4 and 5. Their clevator superintendent knew he could make 
No. 2 hard out of the whole. He made warchouse receipts on that basis 
and the registration system located it all right. The eievator concern 
in this case wasn't federaily licensed but was punished by the grain 
exchange ag they had violated the rules in that-Gase. This case does 
show the value of the registration and custodiansnip system for a large 
marketing house where it is possible to have one. 
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' UNITED STATES DEPARTMENT OF AGRICULTURE | 
Bureau of Agricultural Economics 
re ie Vashington, D.C. 


July 29, 1927. 


Memorandum on Screenings for Members of Federal 
Varehousing System, 


Gentlemen: . 


Some question has come up in the minds of licensed warehousemen 
recently as to whether "screenings" are storable under the warehouse 
Act. "Screenings" may not be stored in licensed warehouses. Anything 
that will grade as groin may be stored in conformity with the regula- 
tions, but not any "screenings." 


Recently "screenings" have proven a-prélific source os ‘sroudle to 
some warehousemen who are alleged to hav: used "screenings" in moking 
grades to fill contracts. We Gertainly don't want any licensed ware- 
houseman to find himself in a similar predicament. Consequently, it 


is considered advisable to issue this memorandum, 


The Department has been requested to advise what "screenings" 
are and just what percentage of grain this character of so-called = 
screenings" has to be before it is out of the "screenings" class. 
It is difficult to define the meaning of the term "screenings" because 
of the varying constituents found in the product known commercially 
under that designation. In the case of wheat for example the official 
grain standards define wheat as follows: “Wheat shall be any grain 
which before the removal of dockage contains not more than 10 per cent 
of cereal grain of a kind or kinds other.than wheat. The term wheat 
in these standards shall not include emmer, spelt, einkorn, Polish, 
end povlard wheat." (See page 18 of the enclosed Handbook.) Therefore, 
if the product (screenings) fails to mcet the above requirements or 
fails to meet the definition of one of the other grains for which 
‘ standards have been promigatec, it is nonstorable and should be recvived 
4 into a licensed warehouse. The licensed inspection service maintained. 
under the United States grain standards Act is available to keep every-— 
one advised as to whether products offered to your vrarehouse meet the 
requirements of the official grain standards of the United States. 
This places warehousemen in a position to determine whether products. 
offered for storage are receivable. 


In this connection there is one other point which shovld be 
borne in mind i.e., that not all grain which might meet the minimm 
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requirement of the definition for wheat should be regarded as a proper 
grain for blending or mixing with wheat of better quality and grade, 

for the reason that the inherent quality and condition of such low grade 
wheat or the amount and character of the dockage present may consti- 
tute and adulteration within the meaning of the Food and Drugs Act. 
Cases of this kind can be handled intelligently only by an examination 
of the wheat. onarepresentative sample of it. In the event that you have 
any guestionable cases, I would suggest that you forward an officicl 
sample, drawn by the licensed inspector serving your section, to Mr. 

R. T, Miles, in charge of General Field Headquarters of Federal Grain 
Supervision, 1138 Webster Building, Chicago, Illinois, who I am sure 
will be glad to give you his opinion in the matter. 


Very truly yours, 


i. K: Holman? 
AsSistant Chief Marketing Specialist. 
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November 14, 1927. 


Memorandum for Warehouse Staff. 
In re. "Field" or "Custodian" Warehousing, 


From cases coming to Washington involving so called 
"field warehousing" or "custodian warehousing", it is appnrent 
some of our men either don't understand what is essential to a 
sound set-up or they disregard these principles when making an 
original investigation. The principles to be observed are 
simple. They are sound. ‘hey are in accord with both sound 
business and law. Hence if our inspectors will thoroughly 
acquaint themselves with these principles and then take the 
trouble in a business like way to oresent them to the various 
versons we are aiming to serve they should have little diffi- 
culty in securing set-ups which we can approve. 


What will constitute an acceptable set-up in custodian 
warehousing was outlined on pages 10-11 of "The Warehouseman 
and the United States Warehouse Act." I »nersonally gave close 
attention to the manuscript of that pamphlet in the hope that 
it should serve as a guide to our own staff as well as the 
public. Every member ot the staff is now directed to digest 
that outline. Before he finishes an original inspection in- 
volving custodian warehousing he should check his reports to 
see that all stenos as out Lined. have been followed. To re- 
inforce what was said in the yamphict : a restating for the 
careful attention of each member of th aff what must be 
observed. Where the overation of any warehouse licensee 
does not square with the ovtline every effort should be made 
to effect the necessary cnanges, even to the extent of suggest- 
ing that unless the adjustments sre made pesca bia is likely 
not to consider a further continuance of the license beyond 
the veriod covered by the present effective bond. 


© 
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1. The person, firm, or corporation that leases 
: the warehouse from the owner must de wholly disinterested 
ag far as depositors in the warehouse are concerned. 
There must be no relation cither by blood or b) interlock- 
ing directorates or by stock ownerships. 


ee The original lease must be duly recorded unless 
there is a AP enaated inhibition against recordation of 
leases, 


4. Copies bearing genuine original signatures of the 
original leases or copies of the originals certified 

ut . § » cS : 
as to signatures shall be forwarded to Washington, 
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such copies to be marked "copy", while the originals 
should be plainly marked "original" and retained by 
the warehouseman. The certification of ‘signatures 
may be made by our examiners. 


4, Examiners must thoroughly investigate the relation- 
ship between lessors and lessees; and either check the 
court record to see that the leases are recorded or attach 
a certificate of recordation to the reports. This certifi- 
cate will be returned to the warehouseman. If the examiners 
check the records they must certify in their reports that 


they did’ so, 


5. The warehouseman must have and exercise adsolute and 
actual control of the licensed space. This must be made 
plain in every case. 


6. The licensed space must be substantially separated 
from any non-licensed space. It must be kept substantially 
locked and the owner of the building and depositors, their 
employees and agents, must be denied access to the licensed 
space except when in the presence of the warehouseman or his 
authorized agents. No one other than the licensed warchouse- 
man or his authorized representative shall be permitted to 
have the custody of any key to the warehouse. If there is 
any doubt whatever as to whether or not all of the keys to 
the warehouse are not in the possession Sf the warehouseman, 
the warehouseman will be required to provide new locks and 
keys before the house can:be licensed, 


7. At no time may goods be placed in the warehouse or 
removed therefrom by any person other than the licensed 
warehouseman or his duly authorized agents except with the 
consent and in the presence of the licensed warehouseman or 
his representative, No exceptions will be made to this rule. 


8, A custodian or manager of the warehouse shall not 
receive any part of his salary or wages from any person 
depositing goods in the warehouse, nor shall he be subject 
to receiving instructions from anyone concerning the busi- 
ness of the warehouse except from the warehouseman. He need 
not be a full time employee of the warehouseman but he shall 
not be a part or full time employee of any depositor who owns 
or is interested in any of the goods in the warehouse. He 
cannot perform any services for such depositor either for 
compensation or otherwise. In other words, the custodian or 
manager, must be absolutely independent of every depositor, 
A temporary indempendence such as engaging an employee of a 
depositor for the period of the lease and then thereafter 
returning to the employ of the depositor, will not be 


considered, 


! 


9. Signs indicating that the building has been leased by 
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the warehouseman and is controlled and operated by nim 
must be erected in conspicuous places on each leased 
buildine so that they will readily attract the attention 
of the public. Proper signs must also be placed at each 
point of entry and exit. Small signs, inconspicuously 
placed on the outside of the building, or the placing of 
all signs inside the building will not be acceptable. 


This reauirement is to provide notice to the public 
that the warehouseman controls the building. The public 
cannot be expected to hunt for signs either inside or 
outside of the warehouse. The signs therefore must be of 
such size as would attract the attention of the average 
person, must be clear and legible and must be conspicuously 
placed. No attempt is made to specify a definite size. 
Bach case must be considered independently of every other 
case. Small signs that are not readily discernible or that 
cannot be read without effort by the average passer-by will’ 
not be acceptable. The absence of proper signs on eecan 
licensed "field warehouse" follcwing the issuance of the 
license should be immediately reported to Washington, 
Impress on the warehouseman delay in placing proper signs 
will not be tolerated, 


10. All through your inspection bear in mind the big 
thing to be accomplished is "Disinterested Custodianship". 
Anything coming to: your attention which suggests a lack of 
disinterested custodianship and complete control and dominion 
by the warehouseman will merit your closest investigation. 
. In attempting to create a 100 ver cent disinterested 
custodianship you will frequently encounter opposition on the part 
of those who need the service most - those who want to borrow, A 
little thought along the lines of benefits to be derived, the 
Federal Reserve Boards repeated rulings stressing the need for 
disinterested custodianship, desirability of having a set-up so 
thorough that it will at once make the collateral appeal to the 
banker, the possibilities for’ more and cheaper financing on a 
collateral basis and a number of other arguments all ought to 
be borne well in mind by each examiner so that he can convince 
an applicant that we are seeking to give him the best and to 
serve hin, . 


"Field Warehousing" or "Custodian Warehousing" is spread- 
ing but due to practices of certain warehnousemen and the character 
of set-ups in existence it is being viewed with suspicion by 
certain bankers whose 100 per cent confidence every depositor in 
@ warehouse ought to seek and retain. Leading bankers the country 


—4e— 


over as well as leading warehousemen are looking to us to blaze 
the path. We are not pioneers in "field warehousing" but we are 
pioneers in insisting upon sound set-ups. 


Washington alone cannot do all. The man in the field can 
do infinitely more on the ground than endless correspondence from 
Washington can accomplish, The field man can make a friend for 
the warehouse Act. Endless correspondence usually results in 
branding us with "red tape", But at the risk of being so branded, 
if cases are not set-up soundly, Washington will undertake the 
correspondence and if the difficulties cannot be adjusted will 
deny the applications. We must proceed soundly. Toward this end 
we count on the hearty, thoughtful cooperation of every man on 
the staff, 


Very truly yours, 


In Charge, Administration 
U. S. warehouse Act. 
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; WASHINGTON, D. C. UGH ims) 193] ; 


U. 8, Depersmest of Agriculture 
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October 7 3493},———_--_____— 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN IN ARKANSAS. 


In the tariffs of practically all warehousemen in Arkansas 
appears a charge for the benefit of the Arkansas Cotton Trade Asso- 
Ciatione Back in 1922 this office had occasion to raise a question 
as to the reason for that chargee In fact we took exception to the 
charge for it apneared that the charge was made arbitrarily against 
each and every bale of cotton entering a licensed warehousee In the 
course of correspondence between this office and the Secretary of 
the Arkansas Cotton Trade Association it was represented that the 
charge was made only against cotton belonging to members of the 
Associatione The Department finally ruled that if that were the 
case it would withdraw its objection but that the schedule of charges 
had to contain a notation to the effect that the charge would not 
be made when exception was made by the depositor. 


Following that the tariffs of the licensed warehousemen 
contained due notice to that effect. Since this time it appears 
in some cases that the charge has been increased to a cent anda 
half per bale and this year we have noted tariffs with a charge 
of two cents a bale. Moreover we have noted that a number of tariffs 
have omittcd the qualifying clause that the charge would not be made 
when objection was made by the depositor. 


This memorandum is addressed to all licensed cotton warehousemen 
in Arkansas and is to advise that if that charge is to be made it must 
be stated in the published tariff, and the statement must clearly indi- 
cate that the charge will not be made if the depositor objects thereto. 


If your tariffs have been printed for this year please make 
proper notation by the’use of a rubber stamp and forward a copy of 
the corrected tariff to uss 


Very truly yours, 


He S. Yohe, 
te ees : 
In Charge, Aoministration 
United States Varchouse Acte 
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Mi UNITED STATES DEPARTMENT OF AGRICULTURE a PA RY 

{ m . ' 
my BUREAU OF AGRICULTURAL ECONOMICS RECEIVED 

NF : SHINGTON, D.C. _ IN REPLY REFER TO FILE 


T me P 
t 4 Lient of 


March 9, 1928. 


SUPPLEMENTAL 
MEMORANDUM FOR TH WAREHOUSE STAFF ; 


eS 


In re: "Field" or "€ystodian" warehousing. 


On November 14 we issued a memorandum in which we tried to 

ae the field men an idea of the basis on which we feel that 
custodian warehousing ought to be conducted. At the conference held 

in Washington between February <0 and March 3, the subject of cus- 
todian warehousing was one that received considerable discussion. 
Some of the men felt that our memorandum of the 14th was a little too 
strong and, in fact, I personaily felt, prior to the conference, 
that we might want to amend one section. One purpose in bringing 
“up the subject at the conference was so that we might give those 
representing the different field offices a clear conception of our 
views of custodian warehousing, the dangers inherent therein if it 
is not properly set up, and so that they might have a first-hand 
picture of the different fields in which custodian warehousing might 
function. 


We now write to say that we believe we can safely amend the 
paragraph numbered 1 in our memorandum of November 14, 1927, so as to 
read: 


"The person, firm, or corporation that leases the 
warehouse from the owner must be wholly disinterested as 
far as depositors in the warehouse are concerned, except 
that if the warehouseman is of the corvorate form stock 
ownership in the warehouse company by a depositor will not 
mer se bar such depositor from the right to store in the 
warehouse. However, such stockholder-depositor must not 
gain a controliing interest nor occupy any managerial 
position in the warehouse organization. There must be no 
blood relationship between the warehouse management and 
depositors." 


We also believe that we can amend the paragraph numbered. 6 
of our November 14 memorandum to read: 


'The licensed space must be substantially separated 
from any non-licensed space. It must be kept substantially 
locked, and the owmer of the building and depositors, their 
employes and agents, must be denied access to the licensed 
space except when in the presence of the warehouseman or his 
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authorized agents; provided further, that if watchmen in 
the employ of the owner of the building are transferred to 
the employ of the warehouseman and thetr entire salaries 
paid by the warehouseman, such watchmen may have a key and 
have access to the warehouse or warehouses, Wo one, other 
than the licensed warehouseman or his authorized representa- 
tive or watchmen shall be permitted to have the custody of 
any key to the warehouse. If there is any doubt whatever as 
to whether or not all the keys to the warehouse are not in 
the possession of the warehouseman, the warehouseman will be 
required to provide new locks and keys before the house can 
be licensed, "! 


Beyond these two amendments to our memorandum of November 14 
we do not feel we should go, We think these amendments if properly 
interpreted and our inspectors will perform their duty in seeing 
that they are respected should meet all conditions which are deserving, 


In this connection, we again want to emphasize the desirability 
of suggesting to warehousemen, especially those seeking to serve the 
canner, the bin arrangement method that we presented to the conference. 
If anyone is not clear on this arrangement, we want him to write us 
at once and get a definite conception of it. There are big possibil- 
itieg © in it. In fact, in a lot of cases it is the solution to what 
otherwise seems a difficult problem, 


Fates Ae 


Hag. LORE), 
In Charge, Administration 
Us. S. Warehouse “Act. 
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aX! UNITED STATES DEPART:ENT OF AGRICULTT 
\ BURNAU OF AGRICULTURAL ECONOMICS 


Washington, D. C. 


MEMORANDUM CONCERNING REMOVAL OF GRAIN FROM FEDERALLY 
LICENSED WAREROUSES. 


Those administering the United States warehouse Act have 
been urged to sanction the removal of grain covered by outstanding 
receipts were surrendered to ware- 


warehouse receipts before the 
It is unlawful for Federally licensed 


housemen for cancellation. 
warehousemen to do this. 


Section 30 of the United States warehouse Act was amended 
during the last session of Congress so as to provide a very heavy 
penalty to prevent this very thing. The section as amended now 
reads?! 


"That every person who shall forge, alter, counterfeit, 
stimulate, or falsely represent, or without proper authority use, 
any license issued by the Secretary of Agriculture under this Act, 
or shall violate or fail to comply with any provision of Section 8 
ef tits Act, or 


ws 





snall issue or utter a false or fraudulent receipt or 


certificate, or 


Any person who, without lawful authority, shall convert 


to nis own use, or 





Use for surposes of securing a loan or 


Tice coem one lina as ee a 33 i a 4 2. 
Rewove fro.1 a licensed. warchouse contrary to this Act 


any agricultvral products stored or to be stored in such warehouse 
and for whicr licensed receipts have been or are to be issued, 
shall be deemed guilty of a misdemeanor, and uron conviction there- 
f shall be fined not more than $10,000, or double tke value of 

the products involved if such double value exceeds $10,000, or 
imprisoned not more than one year, or both, in the discretion of 
the court, and the owner of the agricultural products so converted, 
used, or removed may, in the discretion of the Secretary of Agri- 
culture, be reimbursed for the value thereof out of any fine col- 
lected hereunder, by check drawn on the Treasury at the discretion 
of the Secretary of Agriculture, for tne value of such products 
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to the extent that such owner has not otherwise been reimbursed." 


The conditions under which receipts are issued by Federally 
licensed warehousemen and the manner in which the stored products 
covered by outstanding receipts are protected must at all times 
be sound. Removal of the products, substitution of lower grades, 
or tampering with them in any manner so as to impair their value 
wniile stored in a Federally licensed warehouse and covered by 
outstanding receipts, will not be permitted. 


In some instances warehousemen who operate through terminals 
issue warehouse receipts for grain at their various coumtry sta- 
tions and afterward remove the grain to some other point while the 
receipt is still outstanding. In other cases warehousemen are known 
to sell grain from the warehouses while the receipts covering such 
grain are outstanding. Both of these practices are dangerous 
and Federally licensed warehousemen are not allowed to indulge 
in them. When you hold a warehouse receipt for security that has 
been issued by a Federally licensed warehouseman you may rest as- 
sured that everything possible is being done to see that the actual 
grain represented by the receipt is stored in accordance with the 
terms of the Act and regulations. 





Compare the precautions thrown around a Federal warehouse 
receipt with those surrounding other receipts. If you believe 
that the former receipt is a better piece of collateral paper, 
won't you cooperate in extending this work by getting other bankers 
interested and by bringing it to the attention of warehousemen? 


Very truly yours, 


NA ik po am 


Investigator in Warehousing. 





my * 


UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 


WASHINGTON, D, Cc. 
AA 
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74 April fy’, 1931. 


MEMORANDUM FOR LICENSED WAREHOUSEMEN. 





Gentlemen: 


Many licensed warehousemen are familiar with the attempts made in 


the past two years or more to have the Warehouse Act amended. Some are 
acquainted with the fact that on March 2 last amendments were actually 
made to tne Act. So that you may be acquainted with the amendments we 

enclose a copy of the Act as it was prior to March 2 and as it is now. 

We sugsest you compare the latter with the former. 


To assist you in the comparison we might advise that Sections 4, 
6, 8, 9, 10, ll, 12, 25, 29 and 30 are the sections that were amended. 


Prior to these amendments the Act in a number of sections imposed 
certain duties upon the Secretary such as the accepting of applications, 
the issuing of licenses, the accepting and anproving of bonds, and the 
suspension or cancellation of licenses. These duties, of course, are all 
of an administrative character and since the Secretary is charged with the 
enforcement of a great number of regulatory laws it was quite apparent that 
he could not versonally perform all these administrative functions. There— 
fore, so there could be no question as to authority to delegate the per- 
formance of these functions to some official of the Department other than 
the Secretary, the law has been amended so as to authorize the Secretary 
to desicnate someone as his representative in the performance of such 
functions. The delegation of such authority represents the change made 
TOvpect lone 4) SF Seo Oo. 1 lejand 25. 


Section 6 was also amended so as to eliminate that requirement of 
the law which provided that the bond was given for the faithful performance 
of the warchouseman's obligations under the laws of the state. 


Section 10 has also been amended so as to remove the maximum fee 
that the Secretary may charge for a warehouse license and it also authorizes 
the charging of fees for licenses issued to weighers, inspectors, graders, 
samplers, and classifiers, 


By referring to Section 29 of the Act as it was prior to the amend~ 
ments of March 2 you will note that the law provided that nothing in the 
Act shovld be construed to conflict with or to authorize any conflict with, 
or in any wey to impair or limit the effect or operation of the laws of any 
state relating to warehousemen etc. If you will refer to Section 29 in the 


a 
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Act as amended you will note that this clause has been eliminated and 
that now the Act provides that when a person secures a license under the 
Federal Warchouse Act the power, jurisdiction, and authority conferred 
by the law upon the Secretary of Agriculture shall be exclusive with 
respect to all persons so long as the license remains in effect. In 
other words the Fedéerhl Act is no longer subordinated to state legisla- 
tion, but when n warehocuseman secures a license under the Federal Warehouse 
Act the Secrotary then, according to the amendment, has exclusive juris- 
diction ond authority over the operations of such warehousemen. With 
that amendment to Section 29 naturally it was proper to change Section 6 
so as to not require a warehouseman to file a bond for his obligations 
under state laws. 


Section 30, which is the penalty section of the law, has been 
amended in two important particulars: (1) it becomes an offense to 
change in any manner an original receipt or certificate subsequently 
to its issuance by the licensee; and (2) the jail sentence that may be 
imposed for any wrongful act has been increased from one year to ten 
years. 


We believe if you will comoare the Act as it was prior to the 
amendments of March 2 and as it now reads you will be impressed with the 
fact that the law has been matcrially strengthened and much to the 
interests of the warehouseman. 


Very truly yours, 






, Roget 
Se Yohe, 

cz0,) Administration 
U. SorWarchouse Act. 
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February le, logge. 
MEMORATDULL FOR FEDURALTUY LICENS™) GRAIN WARBEOUSEIAT. 





Weevil are quire active in stocks of grain in some elevators. To a- 
void controversies between depositors and warehousemen, we wish to remind you 
that each licensed warehouseman is responsible for the condition of all grain in 
storage at all times. The warencuseman is required to keep grain in the same 
condition as it was wien stored, if possible. Sometimes, in spite of the closest 
attention, grain will go out of condition or becorie infested with vermin. | 


The obligations of the warehouseman and the procedure to ve followed in 
nandling such grain are set forth in Regulation 5, Sections 20 to 24, inclusive. 
If a warehouseman will follow the prescribed procedure, he will de in a much 
safer position in case any litigation should develop. Therefore vou are urged 
to romiliarize yourself with the requirements of these regulations and to pro- 
ceed in conformity therewith, otitting none of the details. 


Sevcral metnods are being used for checking weevil. Some elevator men 
are simply turning grain; others are running it thru separators; and in some 
nousés it is being fumigated. 


Dr. David A. Price, In Charge of the Bureau of Chemical Engineering, 
of the Department of Agriculture, who has been studying dust explosions for 
a nuiiber of years, advises that he anticipates a grcat many dust explosions 
and fires while old stocks of grain arc boing turned tris year. He also ad- 
Vises extreme caution in using fumigants, most of which are rtignly inflammable, 
as well as poisonous. 


To minimize the dist explosion hazard, superintendents should keep 
heir houses clean and free of dust accumulations. Electric lights on exten- 
gion cords should be in first class condition at all times. Every light so 
used should have a wire guard and be protected with vapor globes. Lights break- 
ing while being lowered in bins and short circuits of wrious kinds have caused 
many explosions. Electrical equipment should conform with the standards pre~ 
scribed by the underwriters. Don't take any chances. 
ad ‘ 

Vie feel that it is hardly necessary to say anything about the danger 
of fumigation with chemicals since we assume everyone recognized the dagger 
in handling them and will use every precaution possible. 


Very truly yours, 
Atl y. Oot 


H. K. Holman, 1 
Senior Marketing Specialist, 





UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
\\ : WASHINGTON, D. Cc. a mien 
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MEMORANDUM FOR FEDERALLY LICENSED GRAIN WAREHOUSEMEN 


Gentlemen: 


As you know, the warehouse Act prohibits discrimination 
in rates extended to different depositors, and also unreasonable 
or exorbitant charges. In connection with wheat that is 
offered in payment of crop insurance premiums to the Crop” 
Insurance Corporation and which wheat will be stored by the Crop 
Insurance Corporation, the question arose whether a special rate 
might be made to the Crop Insurance Corporation, since this 
wheat becomes the property of the Government. 


This question was referred to the Solicitor of this Depart— 
ment. He has expressed the opinion that to extend a lower rate 
to the Government or any of its agencies, such as the Crop Insur- 
ance Corporation, would not be violative of the section of the 
Federal Warehouse Act which prohibits discrimination among 
customers. 


In view of this opinion, and in the absence of anything 
from the courts to the contrary, you arc advised that in connec- 
tion with any grain which is offered you for storage by the 
Government or any of its agencies, you are permitted to make a 
special rate through contract or agreement with the Government 
or its agencies, and such rate need not follow published and 
filed tariff that you extended to the public. However, such 
anendment, or any other amendment made thereafter, to the tariff 
should be filed with this Department as is required by the Act 
and regulations, 


We hope this will serve as a guide to you in the event that 
any of the Government agencies should approach you for storage. 


Very truly Yours’, 
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UNITED STATES DEPARTMENT OF AGRICULTURE i> 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. C. 


Fee cer, we 


November 26, 1938 


MEMORANDUM FOR FEDERALLY 
LICENSED GRAIN WAREHOUSEMEN 


We are interested in the trend of every Federally licensed 
warehouseman's business. With a view to helping each warehouse~ 
man avoid losses, your attention is directed to the following: 


1. "Sick Wheat." We learn from various sources that some 
lots of sick wheat are stored in quite a few elevators over the 
country. The Regulations for Warehousemen Storing Grain under the 
United States Warehouse Act, definitely set forth each warehouse- 
man's responsibility for the condition of grain entrusted to his 
care, Watch your stocks closely. If any grain appears to be 
going out of condition, you should handle it as directed by Reg. 5, 
sections 21, 22 and 23 (page 12 of the regulations). If you will 
carefully comply with each detail prescribed by the regulations, 
you may save yourself much trouble. 


2. Grain out of Condition and Tendered for Storage. J 
the condition of any grain offered for storage is such that it 
probably will affect the condition of grain in the licensed ware- 


house, the warehouseman shall not receive such grain. for storage 
or store such grain in his licensed warehouse, but, if the ware- 


house has separate bins or is equipped with proper conditioning 


apparatus, he may receive such grain for storage in such separate 
bins, or he may condition it and then store it in such manner as 


will not lower the grade of other grain. 


3. Unsound or Musty Grain. The Food and Drugs Act prohibits 


the mixing of unsound or musty grain with sound grain. Since such 


grain is a potential source of trouble for any warehouseman, 


Wi Ber. be See. 20) rarliia) 


it would 


be most desirable to keep such grain out of elevetors in which stocks 


of sound grain are stored. 
be taken into storage, 


fully check all lots of such grain during periodical examinations. 


tf Wwaneound grain is in storage, or must 
it would be special binned and kept so stored, 
until it is loaded out of the house. The U. S. examiners will care- 


alia Op 


The condition of such lots, in case you have any on hand, will 
be reported to the warehouse manager following each examination. 
If it is found that such grain is apt to or is impairing the 
quelity of other grain in the elevator, the unsound grain must 
be moved to a location where it cannot ceuse further damage to 
any other grain that is in storage, and be impounded in a bin as 
identity preserved grain. 


4, Adulterating. Warehousemen are expressly warned against 
adding musty or unsound grain, screenings or other objectionable 
materials to any lot of sound grain within an elevator, or into any 
lot of grain that is being loaded out of the house. It is hoped 
that no licensed warehouseman will attemot to do this. The Food & 
Drugs Act prohibits such adulteration. If done ee ae of the 
inhibition, it is almost certain to be detected, and a penalty will 
be imposed under the law. 





5: Mixing. Whenever a depositor surrenders for cancella- 
tion warehouse receipts covering grrin of different grades, and di- 
rects a warehouseman to mix such lots of grain, the warehouseman 
after canceling the receipts may mix the quantities, kinds and grades 
of grain specified in the canceled receipts. No other grain whatso- 
ever may be added to such mixture. 


6. Turning Grain. There are times when grain must be turned 
to preserve its condition. Practically every depositor knows that. 
And it is the warehousenan's responsibility to do everything possible 
to preserve grain in good condition, but this does not mean that 
every lot of grain must be turned or that it is necessary to turn 
the same grain several times. Some lots may never need turning 
while others may need to be turned several times. It is the duty 
of all licensed warehousemen and inspectors to follow the grain to 
see that it is in good condition and if any is not, then the regia" 
lations prescribe: the course to be followed. Unnecessary turning 
will not be tolerated. Each warehouseman should keep such records 
as will clearly substantiate the necessity for turning. 


The several items set forth in this memorandum are trouble 
breeders. Will you kindly cooperate with us in every respect, using 
your regulations as‘your guide. Such a course will go a long way to 
avoid trouble. 


Very truly y 
[t3u4 ae 
At. A Yohe, 


In Charee, Ydministration 
U. &. Warehouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS ey wae si 
Washington,: D.C. 


August 10, 1934. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 





a: On April 10, 1934, we issued a memorandum to all licensed cotton 
warehousemen directing that thereafter all sampling, weighing, and other 
services usually performed by cotton warehousemen should be performed 
only by the warehousemen or their authorized representatives. 


Paragraphs 4 and 5 of that memorandum are Ra amended to read 
as follows: 


"We are now writing to advise that the Department 
takes the position that all sampling of cotton, all weigh- 
ing, and other services usually performed by warehousemen 
should be performed only by them or by their authorized 
employees, except when such sampling and/or weighing 
services are performed by Exchange Inspection Bureaus 
which function in accordance with the regulations of the 
Secretary of Agriculture under the U. S. Cotton Futures 
Act and the U. §. Cotton Standards Act. However, under 
no conditions, save in the presence of the warehousemen, 
or their authorized employees should anyone be admitted 
to the warehouses." 


"The permitting of free access to a warehouse of 
depositors or others without being accompanied by the 
warehouseman, or officials of the warehouse company, or 
authorized employees, will be considered sufficient ground 
for suspension of license." 


This amendment does not change. the original memorandum in substance 
except at points where sampling of, cotton is done by Cotton Exchanges under 
regulations under the U. $. Cotton Futures Act and the U. S. Cotton Stan- 
dards Act. This memorandum is effective at once. 


—a 


in thig connection, the Department feels that all Samplers of 
cotton employed by warehousemen should be licensed under the Warehouse 
Act. That means that there should be at least one licensed cotton 


required will depend upon the amount of cotton stored. An applica 
tion form is enclosed herewith for use of your sampler to apply for 
license at once. Additional applications will be sent on request. 


It is expected that each warchouseman will furnish the required 
samples promptly in all cases and without discrimination between depositors. 


It is further expected that a reasonable charge will be made for 
this service, taking into consideration the volume of cotton to be 
sampled. Representations have been made from some sections regarding 
this ruling on Sampling that it will result in materially increasing the 
cost of Sampling service. This should not be the case. On the other 
hand since the warehousemen will Sample all cotton in their warehouses 
that is to be sampled it would seem that they should be able to render 
the service at the Same if not a lower cost than heretofore prevailed. 
An unreasonable or exorbitant charge will not be permitted. 


In this connection you are also cautioned against draving un- 
necessarily large Samples. The Department is of the opinion that generally 
an eight ounce Sample is ample, and in no event should the sample be more 
than trvelve ounces. An cight ounce Sample will permit of splitting of the 
Sample. You are directed, however, to see that the sample is representative 
of the bale, due consideration being given to the condition of the bale 
4s & whole. The sample must be dram from both Sides of the bale. 


Very truly yours, ‘A 
t 





a 
a.(§.!Yone 
In Charge, Administration 
ticl. - U. S. Warehouse Act. 


me 
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5. 8, Department of Agriculture 
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UNITED STATES DEPARTMENT OF AGRICUL 
BUREAU OF AGRICULTURAL ECONOMICS 
Washington, D.C. 






September 15, 1934 


MEMORANDUM TO LICENSED COTTON WAREHOUSEMEN 





Attached hereto is copy of amendments made to the regulations 
for cotton warehousemen operating under the United States Warehouse 
Act. These amendments relate to the sampling of cotton and the licensing 
of cotton samplers. You will please read the amendments carefully. 

In our letter of August 10, 1934 we indicated that all samplers 
of cotton stored in licensed warehouses should be licensed under the 
Warehouse Act and at the same time enclosed an application form« Many 
applications have been filed but on the other hand a great many warehouse- 
men have thus far failed to see that applications were submitted. In our 
letter of August 10 we stated that there should be at least one licensed 
sampler at each warehouse. 

If you have not yet had an application submitted by someone 
who is to sample cotton at your warehouse, please see to it that an 
application is filed immediately. This must not be delayed any longer. 
Should you need additional applications, please apply to our regional 


office. 





Very truly yours, 


Bie Sa LONG. 
In Charge, Administration 
U. S. Warehouse Act.. 
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MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


October 10, 1934. 


The Act of March 3, 1927 requires, among other things, 
that the Secretary of Agriculture publish annually his estimates 
or statistics concerning the grades and staple lengths of the 
cotton carryover as of August 1 each year in warehouses and other 
establisments in the United States. It further requires ovmmers 
and custodians of cotton, warehousemen, etc., to furnish on 
request information relative to the quality of cotton on hand and 
to pernit authorized agents or erployees of the Department to 
examine and classify samples of such cotton, For a number of 
years this work has been carried on with the cooperation of various 
licensed warehouserien and this cooperation should continue, our 
memoranda of Aoril 10 and August 10, 1934 relative to sampling 
and other services performed in licensed warehouses were not in 
tended to interfere in any way with the performance of work 
required in conformity with the Act of March 3, 1927, 


Very truly yours, 


\ 
\ 


“Naps ak 


ASA Yohe, 
Ia Chidrge. . dministration 
United Statés Warehouse Act. 
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»)."™"" UNITED STATES DEPARTMENT OF AGRICULT RE IBRARY 
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MEMORANDUM 20 LICENSED COTTON WAREHOUSENEN, 
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The Government's proposal this year to loan 12¢ to the 
farmers on cotton which they might store has been resulting in 
a lot more storage of cotton than evidently warehousemen were 
anticipating at the beginnin, of the season and the cotton: 
appears to be remaining.:.in the warehouses in larger quantity 
than was: anticipated. 


The result is that a great many warehouses are fast reach- 
ing their licensed capacity and quite a number of them have 
already exceeded it and have arranged for the use: of other 
facilities which they in turn have asked to have licensed under 
the warehouse Act. On the other hand here and there we have 
noted some licensed warehousemen are resorting to very temporary 
form of storage and still. continuing to receive cotton. This last 
Spring we made a ruling that a licensed warehouseman would have 
to operate all of his cotton’ warehouse operations in any one 
town under the warehouse Act. In other words a warehouseman 
is not permitted any ionger to operate partly licensed and partly 
not licensed. In light then of that ruling if licensed warehouse- 
men are ‘Ading to receive cotton in excess of their licensed storage 
capaeity they must either. have their licenses:amended so as to 
increase the capacity of the house already under license, or if 
they are going to store cotton in other space the license must 
be extended so as to include such other. space. Under no circum- 
stances can we condone the placing of cotton in the open or any- 
where where it will not be adequately protected. : 


The 12¢ cotton loan is made through the Commodity Credit 
Corporétion. That corporation and its regional offices have been 
furnished with a list of licensed warchousemen, - They understand 
our requirements. They have a right to expect that every .licensed 
warchousceman is operating in conformity with those requirements, 
They have taken the receipts of licensed warchousemen without 
question. The Corvoration will not continue to do that if ware- 
housemen do not operate in conformity with the Department's re- 
quirements. : 


Every warchouseman who has dealings with the Commodity 
Credit Corporation knows that in connection with these loans he 
must sign a warechouseman's certificate and waiver. In that certifi- 
cate appears this language: "This cotton is in existence, 


Memes —-1 Efi ea.) ead 


is undamaged, and is and will be kept under cover within a 
structire enclosed in such a manner that the cotton is adequately 
protected from weather damage." 


Last year certain non-licensed warehousemen accepted cotton 
for Commodity Credit loans and placed it in the open or stored 
it under conditions which did not adequately protect the cotton. 
The result was that the Gomnoditv Credit Corporation moved almost 
/ 200,000 bales from such warehousemen to proper storage. I have 
just talked with a responsible official of the Commodity Credit 
Corporation on this subject and he tells me that they will be leas 
charitable this year than last year, and if cotton is found stored 
in the open or under some temporary arrangement which will be liable 
to subject the cotton to weather damage that they will promptly 
ship such cotton to some warchouseman who can adequately care for 
it. 


i am bringing this matter to the attention of all licensed 
warechousemen because, first, under the Devartment's rule all 
operations of licensed warehousemen in any one town must be under 
the Act; second, that the Department does not want any licensed 
warchouseman resorting to warehousing which is liable to result 
in damage and subsequent claims. I give each and every one of you 
fair warning now that in my opinion the Government will not be 
charitable with a warehouseman who stores any of this 12¢ loan 
cotton in a manner which will result in damage. 


Almost invariably if a warehouseman's regular warchouse 
is filled or about to be filled he can arrange to temporarily lease 
some other space and to meet the emergency. We will make every 
effort to render service. I am going to count on the individual 
cooperation of every Federally licensed warehouseman to help us 
make a record with the various Governmental financing a.encies to 
the effect that a Federally licensed warchouseman can be relied 
upon 100% and that his receipts can be taken without question. 
You men have just as much at stake or more than the Department has 
in this matter. 


Very truly NPE 
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MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


On certnin occasions in the past this office has issued 
memoranda to licensed cotton warehousemen cautioning them about 
storing cotton in the open, even though such cotton is placed on 
dunnage and tarpaulin thrown over the cotton to protect it against 
weather damage. We have insisted that under no conditions should 
a licensed warehouse receipt be issued for such cotton. We have 
also complained about. storing cotton in tents. The position of 
this office always has been that a licensed warehouseman should 
store cotton only in his licensed warehouse. We have looked with 
disfavor upon any licensed warehouseman placing cotton in the 
open or under tents and issuing therefor an unlicensed warehouse 
receipt. Our positions in the past were founded upon a feeling 
that such method of storage was an open invitation to trouble 
and loss on the part of the warechouseman. 


Experiences during the past season have more than justified 
cur feeling. We are therefore writing to advise all Federally li- 
censed cotton warehousemen that hereafter a Federally licensed 
Warenouseman will be expected to place all his warehouses at any 
One point or location, town or city, under Federal license; that 
when his licensed space is about to be filled or is filled he 
should arrange for other proper warehouse facilities or refuse 
to accept further cotton for storage; and that under no conditions 
shall he accept cotton for storage and then place it in the open 
or under tents even though he may issue an unlicensed receipt 
therefor, 


Another subject; During the past three years or more there 
has sprung up in the Mississippi Valley a practice of operating so- 
ealled “receiving” or "substations" on the part of licensed ware- 
housemen. These stations are merely temporary facilities operated 
for the purpose of receiving cotton from farmers from which points 
the cotton is transported to the licensed warehouseman's warehouse 
for permanent storage. In connection with these operations we have 
found warshousemen to be issuing in some instances weight oertifi- 
cates, in others a form of nonlicensed warehouse receipt, and in 
still others a licensed warehouse receipt. Where the weight 


certificate or the nonlicensed receipt is issued, as a general rule, 
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it contains a provision that upon the return of such weight 
certificate or receipt, after the cotton has reached the licensed 
warehouse, a licensed warehouge receipt will be issued for such 
cotton. The operation of substations or receiving stations as 
Outlined herein has proven a source of considerable trouble to 
the Department and will sooner or later prove embarrassing to 
Warehousemen. Confusion almost invariably results in the ware- 
houseman's records and the system where practiced has resulted 
in unnecessarily complicating and prolonging our examination of 
licenged warehouses. Moreover, it makes for unsound warehousing 
practices. In a number of instances, despite the fact that the 
weight certificate is in no sense a warehouse receipt, farmers 


have been known to actually hypothecate these certificates with 
banks. 


We are therefore writing warehousemen at this time to 
advise that the Department looks with disfavor upon the operation 
of substations or receiving staticns and that it cannot tolerate 
such operations on the part of Federally licensed warehousemen. 
The matter is brought to your attention at this time so that 
your plans for the coming season will not be predicated on the 
Operation of such stations. 


Very truly yours, 


( H.}S. Yohe, 
In Chargé>~Administration 
U.S. Warehouse Act. 


4 = 
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UNITED STATES DEPARTMENT OF AGRIC LTURE 
ECEIVE 
BUREAU OF AGRICULTURAL ECONOMI 
WASHINGTON, D. C, 


D 


U. 8. Department of Agrioulture 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


Under the Cotton Warehouse Regulations a warehouseman is 
obliged to insure for its full value cotton against loss or damage 
by fire or lightning when requested by the depositor in writing 
to insure. Heretofore the Department has not required any specific 
form of insurance coverage. Many of the warehousemen have been car-— 
rying what is known as specific insurance. In fact, there was no 
other form that they could secure until a year or so ago when a re~ 
porting form of coverage, the rates of which were based on classi-~ 
fication of warchouses was made available. 


For some years the Department has recognized that the specific 
form of policy might not always give the protection called for 
when fully insured receipts were issued by the warehouseman. It 
has therefore been endcavoring for some time to get insurance undcr- 
writcrs to issue a form of policy known as "Roporting Coverage" 
similar to that made available a yoar or two ago but with the rate 
to be based upon specific insurance rates or rates comparable there 
to rather than upon somcalled shipper or marine classifications. 


Wo have at last succccded in having two groups of underwriters, 
which together represent about 170 different companics, as well as 
the Southeastern Underwriters Association, make available to licensed 
cotton warchousemen a reporting form of coverage which we think 
will mect the necd, This coverage will be based on specific rates. 


This coverage insures the cotton against loss or damage by 
fire or lightning when an insured receipt is issued and will con- 
tinue in effect so long as such insured receipt remains outstanding; 
or in other words, so long as the cotton is in the legal custody 
of the warehouseman, Provision has also been made for insuring 
against flood damage, <All that the warehouseman will need do is 
request that a special rider be attached to the policy to cover 
flood damage. 


Under this form of insurance it will be necessary for the 
warehousemen to submit reports to the underwriters as called for 
in the policy and copies of those reports should also be submitted 
to the regional office of the Warehouse Act Administration with 
which you ordinarily do business. 


Each warehouseman is permitted to select any company which 
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will issue a reporting form of coverage in line with a form which 
we can approve and to place his insurance through his own local 
agent. ; 


To meet the situation Regulation 5, Scction 1, Paragraphs 
1 and 2 of the Cotton Warehouse Regulations have been amended 
effective July 18, 1935 to read as follows: 


"Paragraph 1. When requested in writing by the depositor 

of cotton in a licensed warehouse, or by the holder of 

the reccoipt covering such cotton, to insure such cotton 
against loss or damage by fire, lightning, and/or flood, cach 
licensed warchouseman shall secure in his own name such insur- 
ance under reporting forms of policics which automatically 
attach for the full value of such cotton, including daily 
changes of value through market fluctuations and changes in the 
quantity of such product from day to day, as soon as such 
cotton is placed in his legal custody, and he shall continue 
such insurance in effect so long as the cotton remains in his 
‘legal custody. Such insurance shall be covered by lawful 
policies issued by one or more insurance companies authorized 
to do such business, and subject to service of process in 
suits brought, in the State where the warehouse is located. 
Hach warehouseman insuring cotton under the provisions of this 
section shall submit such reports to underwriters as may be 
required under the terms of such policies, and copies of 

such reports shall be submitted to the Department as it may 
require, If the warehouseman is unable to procure insurance 
to the extent requested, he shall, orally or by telegraph 

or by telephone, and at his own expense, immediately notify 
the person making the request of such fact. When insurance 
is not carried in the warehouseman's name, the receipt shall 
show that the cotton is not insured by the warehouseman, 
Nothing in this section shall be construed to prevent a 
licensed warehouseman from adopting a rule that he will 
insure all cotton stored in his warehouse, but if he elects 
to insure he shall accomplish such insurance through poli- 
cies as above specified," 


"Paragraph 2. Each warchouseman shall keep exposed con~ 
spicuously in the place prescribed by regulation 2, section 
4, and at such other place as the chief of the bureau or 
his representative may from time to time designate, a 
notice, stating briefly the conditions under which the 
cotton will be insured against loss or damage by fire, 
lightning, and/or flood." 
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We are not insistent that insurance shall be placed 
with any one company or group of companies but it must be placed 
with responsible underwriters who are authorized to do business 
in the State in which the warehouse is located and who have agents 
in the State upon whom legal process can be served in event of 
suits. Under the Regulations we can no longer permit the specific 
form of coverage but warehousemen must secure what is known as 
the Reporting Form which will provide for automatically attaching 
the moment the cotton is placed in the warchouseman's legal custody 
and will remain in effect until such custody ceases, 


We believe this form of insurance is a forward step in the 
distinct interests of the warehouseman and depositors and should 
add to the value of the receipts for collateral purposes. All 
companics which write the Reporting Form of coverage will be ina 
position to issue a certificate which should satisfy any banker to 
whom a fully insured receipt is presented for loan purposes, 


The two groups of underwriters to whom we referred are 
known as the Cotton Insurance Association, which has affiliated 
with it about 130 companies, and the Cotton Fire and Marine Under- 
writers, which has about 40 companies. Forms of policies which 
either of these two groups will issue are acceptable. It is 
suggested that you inquire of your agent whether the companies 
with which he places the insurance gre members of either of these 
organizations, If not, then the form of policy which the company 
with which he proposes to place the insurance will issue should 
be first submitted to us for consideration. In all other respects 
the regulations remain unchanged. 


Very truly yours, 
i 
Wg 4 


Heres aroney 
In Charge, Administration 
U. S. Warehouse Act, 





F MEMORANDUM TO LICENSED COTTON WAREHOUSEMEN 


Referring to my memorandum of July e2, regarding insurance, 
and particularly that part of the amended regulations which provides 
that each warehouseman shall submit such reports to the underwriters 
as they may require and to the Department as it may require, you are 
now advised that at the time you arrange with an insurance company 
for the necessary coverage, you should also arrange with it to furnish 
you with sufficient forms on which to submit daily reports so that you 
can submit a copy of such report to our district office through which 
you ordinarily handle matters. This means that in the case of ware- 
housemen located in Virginia, North and South Carolina, that the reports 
should be submitted to Mr. W. R. Windes, P. 0, Box 336, Raleigh, Ne C. 
Warehousemen located in Georgia, Florida, Alabama, Mississippi, and 
Tennessee should submit copies of their reports to Mr. F. G. Crout, 
P.O. Box 4749, Atlanta, Georgia. Cotton warehousemen west of the 
Mississippi River, including the entire State of Louisiana, should 
submit their reports to Mr. R. Le Newton, 522 Federal Building, 
Dallas, Texas. 


In this connection, for the convenience of warehousemen and 
the holders of warehouse receipts which are fully insured, approved 
underwriters will furnish warehousemen with what is sometimes termed 
a banker's letter or certificate in which the underwriters«certify 
the amount of insurance they have in effect for the warehouseman. 
Insurance companies are willing to furnish whatever number of such 
certificates is necessary both to the warehousemen and their depositors 
as well as to this Department. The primary purpose of these certifi- 
cates, of course, is to assist holders of receipts in financing ar- 
rangements. Amendments, or riders, to a policy may also be issued 
from time to time. You are now advised that when you take a policy 
with any company you should also have the company at once furnish you 
tor our Lela, offices, Or furnish direct to ovr field offices, such 
certificates and copies of all riders issued to each policy. 


A question has been raised as to whether insurance that the 
warehouseman is carrying on present stocks covered by outstanding 
receipts must be canceled. The regulations are not intended to dis- 
turd existing arrangements but apply to new stocks of cotton and to 
fully insured warehouse receipts to be issued effective August 1, 1935, 
and thereafter. It is not necessary that you should cancel policies 
now in effect, but upon expiration of such policies if the cotton still 
continues in store it is then to be covered by a reporting form of 
coverage. 


Very truly yours, 






Yohe, 
In Charge; Administration 
U.S.» Warehouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
La? } BUREAU OF AGRICULTURAL ECONOMICS 
Pb be FOE GLA WASHINGTON, D. c 





June 24, 19 


MEMORANDUM FOR LICENSED COTTON VAREHOUSEMEN 


Gentlemens: 


In our memorandum of April 10, 1934, we stated that all sampling 
of cotton at licensed warehouses. should. be performed only by the ware- 
housemen or their authorized representatives, and that no one should be 
admitted to the warehouses except in the presence of the warehouseman 
or his authorized employees. . 


Our memorandum of August 10, 1934, amended that memorandum so as 
to permit sarapling and/or weighing on the part of employees of Exchange 
Inspection Bureaus which function under the United States Cotton Futures 
Act and the United States Cotton Standards Act. 


On March 3, 1927, a law was passed which directed the Secretary of 
Agriculture to collect and publish statistics relating to the grade and 
staple length of cotton. Section 3 of that law reads in part as follows: 


"That it shall be the duty of every owner, president, 
treasurer, secretary,-director, or other officer or agent 
of any cotton warehouse, cotton ginnery, cotton mill, or 
otner place or establishment where cotton is stored, whether 
conducted as a corporation, firm, limited partnership, or 
individual, and of any owner or holder of any cotton and 
of the agents and repvesentatives of any such owner or 
holder, when requested by the Secretary of Agriculture 
or by any special agent or other employee of the Depart-— 
ment of Agriculture acting under the instructions of said 
Secretary to furnish completely and correctly, to the best 
of his knowledge, all of the information concerning the 
grades and staple length of cotton on hand, and when 
requested to permit such agent or employee of the Depart-— 
ment of Agriculture to examine and classify samples of all 
sucn cotton on hand", 


and further provides that for any one of the persons above enumerated 
to refuse or willfully neglect to furnish any part of the information 


oe 


requested, or who wilifully- gives answers that are false, or who 

"Shall refuse to allow agents or employees of the Department of Agri- 
culture to examine or classify any cotton in store in any such establish~ 
ment, * * * snall be guilty of a misdemeanor and upon conviction thereof 
shall be fined not less than $300 cr more ‘than $1,000." 


Acting on our memoranda of April 10 and August 10, 1934, a few 
federally licensed warehousemen apparently have been refusing repre- 
sentatives of the Department operating under the above~quoted Act, 
access to their warehouses, and have also refused to furnish samples. 
I am told by those responsibi: for administering the Act relating to 
grade and staple estimates that they will not need a sample in excess 
of four ounces, and that they sample only a certain percentage of the 
bales in the warchouse. In view of the penalty section of that Act, 
and the small samole required, so that there may be no misunderstanding 
on the part of our licensed warehousemon,. we now advise that our 
memoranda of April 10 and August 10, 1934 are. hereby amended so as to 
permit warehousemen to admit representatives of the Department working 
under the Grade and Staple Estimates Act to the warehouses to draw 
samples, However, such representatives, in the conduct of their duty 
in the warehouse, should be accompanied ‘by the warehouseman or his 
authorized omployeces, Stes | 
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ab sale Administration 
'U. S. Warehouse Act. 


y UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. CG. 


February 15, 1937. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


SS — ee a  — eS ee 


In some quarters considerable question has been raised 
with reference to charges that warehousemen attach to cotton 
for which they have issued warehouse receipts. Negotiable 
receipts are frequently bought from their original owners. 
The question as to the amounts that warehousemen claim as 
liens against the products represented by the receipts is one 
of importance to the buyer of such receipts as well as to 
banks to whom receipts are offered for collateral purposes. 


The Act itself requires that the receipts shall indicate 
the rate of storage charges and "a statement of the amount of 
advances made and of liabilities incurred for which the ware- 
houseman claims a lien: provided, that if the precise amount 
of such advances madé or of such liabilities incurred be at 
the time of the issue of the receipt unknown to the warehouse- 
man or his agent who issues it, a statement of the fact that 
advances have been made or liabilities incurred and the pur- 
pose thereof shall be sufficient." 


That part of the Act which requires that the rate of 
storage charges shall appear on the receipt will be satisfied 
if the receipt shows that a certain rate per month is charged 
for storage. 


There appears to be a tendency on the part of warehouse- 
men to make as short as possible the statement regarding other 
liens the warehouseman claims for his services. Sometimes 
receipts do not state anything in the lien column. 


The purpose of the wording of the Act above quoted is 
to give notice that a lien will be claimed by the warehouseman 
against the goods for certain services. So that receipts may 
be negotiated when desired it is essential that they should 
show definitely any liens that have definitely attached to 
the commodity at the time the warehouse receipts are issued. 


In some quarters it is quite common for warehousemen to 
dray the cotton to the warehouses and make a charge therefor. 
At other places cotton is shipped to the warehouses by railroad 


e 


and the warehouseman advances the freight charges. Clearly 
drayage and freight charges are known at the time the ware- 
houseman issues the receipts and they should be stated on 
the receipts. The amount that a cotton merchant can pay for 
a receipt will depend upon what charges are already attached 
to the cotton. The drayage charge or freight advance would 
affect the amount that a merchant would pay for a receipt. 


Again the Uniform Warehouse Receipts Act which is in 
effect in all the cotton producing States but one provides: 


"If a negotiable receipt is issued for 
goods, the warehouseman shall have no 

‘lien thereon, except for charges for 
storage of those goods subsequent to 
the date of the receipt, unless the 
receipt expressly enumerates other 
charges for which a lien is clnimed." 


So that there may be no room for argument we wish to 
urge warehousemen to place on their receipts when issued the 
exact amount of charges, when known, for which they vill claim 
liens. If a statement is not placed on receipts for amounts 
of liens that are definitely known at the time the receipt 
is issued and some question is later raised by the holder of 
the receipt we may be obliged to rule against the warehouseman. 


To care for charges that cannot be foreseen at the time 
receipts are issued, we suggest printing on receipts following 


the list of definite charges "and other charges as per published 
tariff." 


Very truly yours, 


U. S. Warehouse Act. 


UNITED STATES DEPARTMENT OF AGRICULTURE % 
BUREAU OF AGRICULTURAL ECONOMICS I ey y | 
WASHINGTON, D. c. j 
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U. 8. Department of Agriculture 
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MEMORANDUM TO LICENSED COTTON WAREHOUSEMEN 


Gentlemen: 


With the delivery of cotton that was the subject of 
Commodity Credit Corporation loans quite a number of questions, 
and in some cases actual disputes, have arisen between pur- 
chasers of the cotton and the warehousemen with reference to 
charges accumulated against the cotton. Questions have also 
arisen in the past in connection with cotton which was not 
the subject of such loans. Such questions can be largely 
obviated if warehousemen will give proper attention to the 
preparation of their tariffs. 


Tariffs should be complete in detail and cover all 
services rendered. Brevity in a tariff is not the only end 
to be attained. Definiteness is desirable at all times. It 
should not be necessary to resort to interpretation of a tariff. 


Sometimes tariffs have been filed with us which consisted 
of nothing more than the mere statement, "Storage 25¢ per month 
or fraction thereof." We have reason to believe in some of these 
cases the warehousemen contemplated such a statement to cover 
storage only. He had not taken into consideration insurance, 
weighing, sampling, grading, reweighing, resampling, or delivery 
charges, yet expected to make charges for such services. 


A depositor of cotton in a public warehouse, and es- 
pecially one licensed under the Warehouse Act, is entitled to 
know in advance of depositing his cotton what charges will be 
made acainst it. The holder of a warehouse receipt, whether 
he be the depositor, one who has acquired it through purchase, 
or a banker is entitled to know all the items that are likely 
to be charged against the receipt. 


Unless tariffs give this information or all the charges 
are recited on the receipt, warehousemen are likely to find 
themselves unable to make any additional charges. 


In connection with Commodity Credit Corporation loans 
special contracts were made by some warehousemen on such cotton. 
It is expected that warehousemen's tariffs will reflect such 


Pe hee 


special contracts. <A warehouseman is not permitted to make 

@ special contract with one depositor and not extend. the same 
terms to some other depositor. If a tariff makes no provision 
for special contracts, before making any special contract a 
warehouseman is expected to submit his proposed change in his 
tariff to us for approval. After it has been approved it is 
then expected that he will amend his tariff by posting the 
terms of the special contract with his tariff. 


If a warehouseman picks wp or delivers cotton and in- 
tends to make a charge for such services he is expected to 
indicate the charges in his tariff. 


Any special rules that a warehouseman adopts in-connection 
with the conduct of his warehouse should be incorporated in the 
tariff and publicly posted with it. 


All tariffs should be dated and indicate clearly when they 


become effective. They should also be signed by a proper official 


of the company, filed in duplicate with our district supervisers 
and publicly posted at the warehouse, as prescribed by the cotton 
warehouse regulations. 


Necessity sometimes dictates a change in tariff during a 
crop year. Changes are permitted, but before they become 
effective the proposed changes should be filed with this office 
for consideration. 


No change in tariff may be made applicable to See 
receipts unless the charge is lowered. 


In this connection your attention is called to our memo- 
randum of February 15, 1937. We think a careful reading of that 
memorandum will suggest to you that this memorandum is dictated 
in the interests of the warehousemen and we hope every licensed 
warehouseman will give it careful consideration. 


We urge you to compile your proposed tariff for the coming 
year as early as possible, and to file a copy with our district 
supervisors not later than July 1. Do not prepare it in final 
or printed form until we advise you of its acceptability. 


Very truly yours, 


be Se Yohe, 
In Charge, Administration 
U. Se Warehouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE | 
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(\ WASHINGTON, D. C. f 
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Septomber 1, 1937. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 
Gentlemens: 


On June 1, 1937, we called attention to the desirability of 
licensed warehousemen giving careful consideration to the preparation 
of their tariffs and the early submission of such tariffs to us for 
consideration before printing. 


It is with regret that we note that many warehousemen printed 
their tariffs before ever submitting them to use In some of these 
tariffs we find items which we cannot approve. 


At this particular time we wish again to direct attention to 
that part of our memorandum of June 1 which related to special contracts. 
We indicated that tariffs should reflect such special contracts, if any 
existed. We further advised at that time that a warehouseman is not per- 
mitted to make a special contract with one depositor and not extend the 
same terms of that contract to other depositorse 


We now call your attention to Section 13 of the Act which requires 
@ waerchouseman to reccive cotton tendered in storable condition without 
discrimination between persons desiring to avail themselves of the ware- 
house faciliticse That section means that no form of discrimination among 
patrons may be practiced, whether it be in character of facilities afford- 
ed or preferential treatment or in the matter of ratese 


In the past we have approved so-called "Quantity Rates", tnat is, 
a special rate where a depositor offered a certain quantity but we 
particularly pointed out in cach instance that each and every other 
depositor who offered cotton on the same conditions must be given the 
same ratee There must be no discrimination among depositors regardless 
of who they may bee 


We also now call your attention to Regulation 5, Section 7, of the 
Cotton Warehouse Regulations which provides that ratcs may not be un- 
reasonable or exorbitant for services rendered; that a schedule of 
Charges shall be filed with the Department before a warehouseman is 
licensed, and if any change is made in rules or charges the warchouse- 
men must file a copy with this Bureau of the proposed change and a 
statement of reasons therefor. 


Too frequently changes are made and not even mentioned to the 
Bureaue Again frequently a request is filed with the Bureau relating 
to a proposed change in tariff but no reasons submitted for the change. 


Since the Act itsclf prohibits an unreasonable or exorbitant 
charge, we mist ask that when changes in tariffs which have boen 
accepted are to be made, before making the proposed change a defi- 
nite statement of reasons therefor should be submitted. 


Unless this course ig followed, and questions arc raiscd regard- 
ing a warchouseman's Chargcs at the time Gclivery is made, we May be 
obliged to rule against the war chouscmane 





\ He Se Yohe 


In Chatgd, Administration 
Ue §. Warchouse Act. 


UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. G. 


September 15, 1937, 


TO LICENSED COTTON WAREHOUSEMEN 


Gentlemen: 


Latest reports indicate a large cotton crop. This will 
probably mean a need for more storage space at certain points. 


Your attention is directed to this prospect so that as 
Federally licensed warehousemen you may be preparod to accomodate 
your patrons with ample storage facilities. It is suggested you 
make a survey of the prospects within your territory at once. If 
it appears more storage will be needed, arrange for it, but do not 





we cannot approve. Neither can we sanction the issuance of non- 
licensed receipts. We call your attention to our position on this 
subject as reflected in our memoranda of November 10, 1934, and May 
Bhs OSSs / 


At this same time it also’seems advisable to caution all 


weighing cotton, particularly so-called "green" cotton or cotton 
that is damp or shows evidence of excess moisturee 


In connection with past Commodity Credit loan cotton, many 
claims have been filed by the C.C.C. against warehousemen for 
damage to cotton allegedly due to the warehouseman and also be- 
cause of excess loss in weight. Cotton that is damaged should not 
be receipted until it has been properly conditioned. Cotton that 
is "green" or contains excess moisture should not be receipted until 
it_has been properly dried. If the depositor insists on an immediate 
receipt, a proper deduction should be made from the gross weight, 
such deduction shown on the receipt, and under the heading "Condition" 
@ proper statement should be made so as to reflect the condition of 
the cotton. 





We again urge all warehousemen to make certain their scales 
are accurate, function properly, and that their weighers are properly 
instructed. 


Very trulyfvyours, 


Aeyoka 


He 6s Yohe, 
In Charge, Administration 
Ue Se Warehouse Act. 
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BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGION, D. OC. 





October 8, 1937. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 


As we advised you on September 29, the Commodity Credit Corpora 
tion requires warehousemen to guarantee the grade and staple of cotton 
stored with any warehouseman which is the subject of a C.C.C. loan. 
This means you will be obliged to arrange for some cne to grade and 
staple the cotton who is competent to do so in accordance with the of- 
ficial standards. 


so that our records may show who will perform such service for 
each warehouseman we are obliged to ask you to have the person who will 
grade for you submit immediately a statement showing: 


His age. 
. Number of years he has been grading, 
Number of bales graded during each of last five years, 
By whom he is at present employed, if any ons, besides 
yourself. 
5. Whether he has a set of the official standards available 
at all times for his use, 
6. The names and addresses of five persons who can vouch 
for his competency, integrity and character. 


® Old 


Please have this information submitted without delay as this is 
vital to your own protection as a licensed warehouseman. 


In conclusion, let me again caution you to examine each bale of 
cotton carefully for condition and excess moisture. We mentioned this 
in our memorandum of September 15. I am informed the Commodity Credit 
Corporation will also issue a memorandum on this subject. Of course, 
we want to see all federally licensed warehousemen come through with a 
clean slate and not be the subject of claims when C.C.C. loans are 


finally settled. 
Very truly yours, a) 


{ 
H. S. X6hb, 
In Charge, Administration 
U. 8S, Ware se Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF GRICOLTURAL ECONOMICS 
AbMINGTON, B..c., { j } 


La 
wy * ae 


w JULI 9 1938 
U. 8. Department of Agriculture JULY 5, 1938 





MEMORANDUM TO 


Gentlemen: 


The Agricultural Adjustment Act. of 1938, section 383 (b), 
reads "Cotton held.as security for any loan heretofore or here- 
after made or arranged for by the Commodity Credit Corporation 
shall not hereafter be reconcentrated without the written con- 
sent of the Bagduess or borrower." 


The Congress which has just adjourned passed a bill which 
modifies this section of the Act. The bill in question reads 


"That in the administration of section 383 (b) 
of the Agricultural Adjustment Act of 1938 the written 
consent of the produceror borrower to the reconcentra- 
tion of any cotton held as security for any loan here- 
tofore or hereafter made or arranged for by the 
Commodity Credit Corporation shall not be deemed to have 
been givén unless such consent shall have ae Given in 
an instrument made solely for that purpos Notwith- 
standing any provision of any loan acne heretofore 
made, no cotton held under any such agreement as security 
for any such loan shall be moved from one warehouse to 
another unless the written consent of the producer or 
borrower shall have been obtained in a separate instrvu- 
ment given solely for that purpose, as required by this 
Act. The giving of written consent for the reconcentra- 
tion of cotton shall not be made a condition upon the 
making of any loan hereafter made or arranged for by 
the Commodity Credit Corporation. 


"Provided, however, ee in cases where there 
is congestion and lack of storage facilities, and the 
local warehouse certifies ten fact and requests the 
Commodity Credit Corporation to move the cotton for 
reconcentration to some other point, or when the 
Commodity Credit Corporation determines such loan 
cotton is improperly warchoused and subject to damage, 
or if uninsured, or if any of the terms of the loan 
agrcemnont are violated, or if carrying charges are 
substantially in excess of the average of carrying 
charges available elsewhere, and the local warehouse, 


tw 


after notice, declines to reduce such charges, such 
written consent as provided in this amendment need not 
be obtained; and consent to movement under any of the 
conditions of this proviso may be required in future 
loan agreoments,"! 


Since practically all Federally licensed warchousemen 
nave handled Commodity Credit Corporation cotton and since the 
question of reconcentration has been quite annoying to warehouse- 
nen from tine to time, especially following the introduction of 
various bills at the last session of Congress which related to 
reconcentration, it occurred to me that each and every licensed 
warchousoman would like to know just what Congress did on this 
particular subject before it adjourned. 






Hey 8. «fone 
In Charge, Adnjnistration 
U. S. Warchouse Act. 


i 
L | 
UNITED STATES DEPARTMENT OF howe TE as 
Wis BUREAU OF AGRICULTURAL ECONOMICS 


; { » 
}o? WASHINGTON, D. C. FO aaa aus 
4 i; CEPiC G 1939 x 
U, 19 . 4 : 
8. Department Of Agriculture 
rs ~~ 
September 15, 1933. 
MEMORANDUM TO FEDERALLY LICENSED COTTON WAREXOUSEIMEN 


Gentlemen: 


The Commodity Credit Corporation has indicated in connec- 


tion with cotton loans that tay be made by it this year, that it 


will accept warehouse receipts issued by federally licensed ware- 
housemen without question and without requiring any additional 
bond. They have further indicated with respect to grade and staple 
determination requirements that if such grade and staple is stated 
on federally licensed reccipts that would be acceptable; otherwise, 
the grade will have to be determined by classers licensed under 

the Cotton Standards Act or by Boards of Cotton Examiners of the 
Department. In either of these two latter cases the certificates 
indicating grade and staple will have to be issued to support each 
loan. 


Since the Commodity Credit Corporation will accept the 
federal receipt with the grade‘and staple stated thereon withou 
further requirements, we are writing to urge each and every federally 
licensed warehouseman to have at least one, and more if necessary, 
competent man connected with his warehouse to grade and staple 
cotton. Unless you already have a licensed classer under the Warehouse 
Act to serve your warehouse, you should at once furnish our district 
supervisor who serves your territory with the name, address, present 
connection, previous experience and age of the person whom you will 
use to grade and staple cotton. 


We urge in this connection the desirability of licensing such 
men under the Warehouse Act. If for no other reason than for your 
own protection, we believe that anyone who is licensed under the Act, 
when he recognizes the responsibilities imposed upon him and the 
penalties that attach to his work, will give you just that much better 
service and will be most careful in his work. 


In this’ connection we want to suggest to you that the Commodity 
Credit Corporation will expect that the cotton measures up to the. grade 
and staple that may appear on the warehouse receipt, hence the need 
for employing none but men who are thoroughly competent to grade in 
line with the official cotton standards. 





- 
ae 


Memo. to Federally Licensed Warehougemen (cont'a) 
aes: A 


Whether the man that you may engage for this classing work 
wishes a license or not under the Warehouse Act, we suggest you 
have him furnish the information called for on the attached .appli-~ 
cation form for license and file this with the regional super- 
Visors. If 4¢ ie not intended that he shall secure a license, 
then indicate at the top of the form that license igs not’ desired, 

In this connection we want to urge on every warehouseman 
whether he has his classer licensed or not that he require’ éach 
and every person who does grade for him to issue a certificate to 
him, which certificate the. warehouseman should keep on file until 
the cotton in question leaves his warehouse. You..will need this 
for your further protection in the event some question should be” 
raised regarding the grade and staple. 


In writing you on this subject please understand we are 7 
trying to protect your interests and at the same time aiming to™ 
Place the federnlily licensed warechouseman on a still higher plane, 


As you Probably. :-know the Commodity Credit Corporation this year 
recognizes only federally licensed warehousemen and warehousemen 
approved by Commodity -Credit Corporation agents. Approval is not 
autonatically granted to warehousenen who hold State licenses, 

They are required to furnish bond Just the same ag other warehousc= 
men who do not operate under the Stnte Acts. The Corporation hag 
imposed highor agget and bond requirenents, both ninimun and naxi-~ 
Mun, On warehousénen not operating under the Federal Act. This, we 
believe, has been done in the light of experience. You will recog- 
nize that the federal werehousenan has a distinct advantage this 
year. 


: We want’ to live up to the record that resulted in that ad~ 
vantage, and we are therefore urging the warechousenen along the 
above lines go ag to protect their interests and at tho sone tine 
to advance still further the “cause of federally licensed warehousenen,. 
We hope you will Give this letter serious and pronpt consider-~ 
ation and have applications filed at once go that they nay be given 
Proper consideration on CORP parte ; 


Very truly yours, 


oleug? 

| SAAS > 
7H. §. Yohe 

In Charge, Aininistration 
Uy SS. Warehouse Act 


Enclosure 


ee 


UNITED STATES DEPARTMENT OF AGRICULTURE, _ 
BUREAU OF AGRICULTURAL ECONOMICS 
WASHINGTON, D. C 


JUL18 1939 


\ 0. S, Depar ' bare 3 
=a hr th, \ June <¥, 1939. 


MEMORANDUM FOR LICENSED COTTON WAREHOUSEMEN 
Gentlemen: 


This memorandum comes to you in advance of the 19389-1940 
cotton season, It is dictated by complaints we have received in the 
last year from certain quarters regarding cxccssive sampling and 
loss of weight of cotton. We understand, of course, that the owner 
of a product contends he has a right to have it sampled as many times 
and to demand as large samples as he pleases. That is correct so 
long as the cotton is not covered by a warehouse receipt. But after 
a negotiable receipt has been issued, no one has a right thereafter 
to draw samples from that bale except upon order of the receipt holder. 


The warehousemen themselves have obligations in this connection, 
and they should see to it that the receipt holders are protected; 
otherwise, they may be called upon tc make good differences in weight 
shown on the warehouse receipt as compared to actual weight on delivery. 


With a view to enabling the warehousemen to take a definite 
stand and protect themselves and the receipt holders, we now want to 
suggest to every licensed warehouseman the following: 


1. If more than one sample is drawn at the time the 
cotton is received, a charge for each extra sample should be 
made in accordance with the tariff. Most warehousemen!'s 
tariffs provide for drawing a sample at the time the cotton 
is received and include that cost in the first month's 
storage. However, if the depositor wants two or more 
samples drawn at the time the cotton is received, or samples 
in excess of the prescribed size, the samples should be 
drawn before the cotton is weighed and the receipt issued. 
If drawn after the cotton is weighed, a charge should be 
made for each and every sample in excess of the first 
“sample, and if more than two samples are drawn, the 
warehouseman should insist that the cotton should be re- 
weighed and a new receipt issued therefor, 


2e If two samples are drawn at the time the cotton 
is received, a charge for one sample should be made. 
If three samples, a charge for two, and so forth. This, 
of course, is predicated on the assumption that the first 
sample charge is included in the first month's storage. 
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5. If you are requested to sample the bale some- 
time.after it is received, a charge should be made for 
each and every sample drawn in accordance with your 
Sariry. 


4. If double samples are to be drawn, a double 
sampling charge should be made. 


5. The size of a sample should not bo in excess of 
12 ounces, and 8 ounécs would be more nearly in keeping 
with what is genorally required, As a nattor of fact, 
4 ounces is sufficient. 


6. very licensed warchousenan will be expected to 
keep a record showing tho nunber of sanples drawn fron : 
cach bale. In other words, a por balo rocord should be 
kept and this information should be available to all 
interested parties, 


7. Your tariff should incorporate @ specific charge 
for sampling in accordance with the above outline, 


The Department intends to be nore strict in this matter 
of sampling and weighing of cotton than it has been in the past. 
Hence, this’ warning, 


In the event any holder of a receipt insists upon having 

his cotton sampled more than once after the cotton has been originally 
sampled by the warchousoman and a receipt issued therefor, you may 
advise him that it is contrary to Department regulations to draw 
more than one sample without the return of the receipt. Instances have 
come to our attention where ag many as five and six samples were ordered 
drawn long after the receipts had been issued by the warchousenan and were 
in channels of circulation, The depositor has no right to request such 
samples when the reccivts are outstanding, and we must insist that any 
depositors that make such requests shall return to the warchouscnan 
the original receipts for cancellation prior to drawing the samples, and 
after the samples have been drawn, the cotton shall be reweighed and a 
new receipt issued therefor on the basis of the reweight, 

very warehousenan knows that if a bale of cotton is sanpled 
several times, that bale is bound to lose in weight fron natural 
shrinkage. I+ icses not only the weight of the samples, but there is 
an invisible loss through evaporation. The warehousenan is alnost 
invariably charged with the loss. The best way to protect hinself 
is to follow the procedure above outlined, 


<< ~~, ¥ 


In this connection, we urge all warehousenen to immediately 
prepare their tariffs for the coming year. In preparing those 
tariffs, they should give careful consideration to see to it that 
they are clearly worded and that they include therein a charge for 
sampling, resampling, and reweighing, so there may be no question as 
to their right to make such charges. 


More care should be given to the wording of tariffs. Itis 
quite apparent that with various Government agencics coming into 
possession of cotton in licensed warehouses, the Government will 
resolve any doubt as to authority to make a charge against the ware- 
housoman, You are therefore urged to be doubly careful in the 
preparation of your tariffs this year, making sure that they are 
plain, definite, and comprehensive. 


Very truly yours, 





~~ 


In Charge, AdmYnistration 
U, S&S, Warehouse Act, 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
AGRICULTURAL MARKETING SERVICE 


" \Y WASHINGTON, D, Cc. 
f é ’ 
XA 
November 29,3959, 
rT rs  £% \fJ 
f 
| j 
f Uo: | a uGhii Y Brit uivure ! 
it a : : : | ee aes See Saati MARS Sa ages 


In view of the fact that the Commodity Credit Corporation 
has issued instructions that all cotton that is subject to the 1939 
cotton loan must be graded by Classers of the Department and that 
it will reduire certificates issued by these Classers, we think 
that federally licensed warehousemen would be justified in taking 
the position that all persons who deposit cotton with them for 
purposes of the loan request that the warehouseman should not grade 
the cotton. The warehouseman should, therefore, state on their 
receipts, in the place provided for stating grade and staple the 
following: "Not graded on request of depositor". Under no cir- 
cumstance should you permit receiots to leave your possession 
without placing such a statement thereon, except in cases where 
the depositor indicates he is not placing his cotton in the loan. 
In this latter case if such a depositor requests omission of grade 
from his receipt you are authorized to omit it. 


According to instructions of the Commodity Credit Cor- 
poration, loans are to be made on the basis of the net weight of 
the cotton. The instructions provide a schedule of generally 
accepted tare covering accepted types of bagging. Net weight 
should also take into consideration the condition of the cotton, 
flving special attention to excess moisture. The procedure to 
be followed in the detormination of grade by the Board of Cotton 
fixaminers will give warehousemen ample time to determine the 
condition of the cotton while awaiting returns on grade and 
staple. If evidence appears that the cotton contains excess 
moisture it should be thoroughly conditioned before weight is 
determined and inserted in the warehouse receipts. We urge all 
warehousemen to pay special attention to weight for the net weight 
features are apt to inject new difficulties with possibilities of 
more claims for loss in weight than ever. Warenousemen owe it to 
themselves to see that the cotton is in proper storable condition 
and does not contain excess moisture before they issue their re- 
ceipts with weights thereon. 


Very truly ke a 


S4oba 


Yohe 
In Charge, Agnhinistration 
U. §. Warehouse Act, 
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UNITED STATES DEPARTMENT OF AGRICULTURE % JAN o4 
AGRICULTURAL MARKETING SERVICE at / 
Washington, D. C. 
December 29, 1939. 
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MEMORANDUM FOR FEDERALLY LICENSED COTTON WAREHOUSSMEN, 


Gentlemen: 


Because of the fact that many cotton shippers carry their 
own insurance, we felt that the form of coverage that has been 
issued by the Underwriters to licensed cotton warehousemen this 
year should be amended in that Section 5 of the present form 
provides that if there is other insurance the coverage issued to 
the warehouseman shall be of no effect. After considerable 
correspondence it has been agreed by the Underwriters that this 
Section 5 should be amended by striking out the words "or owner" 
and adding to that Section the following wording; 


"It is also understood and agreed that if at the 
time of any loss or damage to cotton covered in 
whole or in part by other insurance which this 
Company contends should pay or varticipate in the 
payment of said loss and such other insurers re- 
fuse so to do, then this Company (provided al- 
ways the loss shall constitute in other respects 

a claim under this policy), will advance as a loan, 
without interest, the amount for which it would 
have been liable if such other insurance had not 
been taken out, the repaymont thereof to be condi- 
tioned upon and only to the extent of any recovery 
from such other insurers, "! 


This, of course, will be done by an endorsement to ex- 


isting policics. Will you please soe to it that you are furnishod 
with an endorsement in line with the above suggestions? 


Very truly yours, 


By ter Lone, 
In Charge, Administration 
U. S. Warehouse Act. 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
AGRICULTURAL MARKETING SERVICE 
WASHINGTON, D. C. 


Merch 16, 1940. 


MEMORANDJM FOR LICENSED WAREHOUSEMEN ~~ 2)4/ 
ve Apr 
Gentlemen: iT | 


pies! 
5! eULUTe 


ES das, 


The purpose of this memorandum is to inform you that-almest.iuJ 
without exception warehouse receipts and certificates will cost more 
this year than they did last year. The increase will not be very great 
but there will be some increase. This is due to increased cost in print- 
ing. You, of course, know the effect of the National Labor Relations 
Act. It hoes resulted in increased wage costs to a great many manu- 
facturers, as it probably has to most of you. Costs of raw paper 

stocks this year increased about 25%. There will not be any such 
percentage increase in the cost of receipts, however. 


In this connection you will please understand that we in- 
vited bids from both manufacturers of paper and various responsible 
printers and lithographers in different parts of the country to bid 
on both the furnishing of the paper and the preparation of receipts. 
The paper contract this year was awarded to another manufacturer be- 
cause the bid submitted by last year's manufacturer was at least 1¢ 
per pound higher than that which we accepted. Even the bonded 
printer that we have used these many years has been obliged to in- 
crease his rates due to increased costs of both paner stock and 
his own costs. In looking over the various bids, many of which 
were submitted by printers wnce submitted bids heretofore, we 
noticed that there was a substantial increase in the bids as com- 
pared to bids by the same printers several years ago when we had 
the question of a contract opened up to bidding. 


We are sending this advice to you now so that when you re- 
ceive your invoices for new supplies you will not be taken by sur- 
prise due to the higher prices as ccmpared to last year. 


Very truly yours, 


Ho. Yohe, 
In Charge, Administration 
U. S\ Warehouse Act. 
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fee j ; May 17, 1940. 





MEMORANDUM TO LICENSED COTTON WAREHOU SEMEN 


Gentlemen: 


As many of you know, for the past several years we have been 
having discussions with’ insurance underwriters relating to forms of 
policies for Federally licensed cotton warehousemen. We-will shortly 
have another discussion to make arrangements for the coming season. 
The form of policy that we have had in the past has been far from 
satisfactory. Manz of you who attended the meeting of either the 
Carolinas Cotton Warchousemen's Association or the National Cotton 
Compress and Cotton Warehousemen's Association this year will recall 
that a representative of one of the leading underwriting associations 
made talks at both these meetings and that the subject of insurance 
was on the firing line. 


Much that has been said with respect to fire insurance does not 
apply to Federally licensed warehousemen in that it can be concretely 
denonstrated that Federally licensed warchousemen are a much more pre- 
ferred risk to the rank and file of non-Federally licensed warehousemen. 
So that we may be prepared to meet the underwriters statistically, at 
least, we are writing to ask each of you to submit as soon as possible, 
and preferably not later than May 25, a statement of your fire losses 
during the past ten years, if you have had any. That statement should 
show the following: 


ae The month and year of the loss. 
(2) The number of bales on hand at the time of the fire. 
(3) The number of bales damaged or destroyed in the fire. 
(4) The amount of salvage, if any, from the damaged bales. 
(5) ‘The approximate total number of bales handled during 
the ten-year period. 
(6) Was the plant sprinklered or non-sprinklered? 
(7) If you sustained a loss, indicate cause, if known. 
(8) What kind of insurance were you carrying? (Specific or 
heporting?) 
(9) Was settlement accomplished promptly and satisfactorily? 
(10) List any suggestions you may care to make to be included 


in coverage. 


We understand we are reported by certain insurance interests as 
agrecing with them that warehousemen should not issue insured receipts. 
We emphatically state that wo do not share that view. This Department 
for years has urged warchousemen to issue insured receipts if for no 


a ne 


other reason than for their own protection. Present forms of coverage 
may not afford the desired protection, but the remedy is not in abandon= 
ing the idea entirely but rather in securing coverage that will adequately 


protect all interests. 


Very truly yours, 





UNITED STATES DEPARTMENT OF AGRICULTURE 
AGRICULTURAL MARKETING SERVICE 
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MEMORANDUM TO LICENSED COTTON WAREHOUSEMEN. 


Gentlemen: 


On May 17 we sent you a memorandum asking for certain 
information regarding your experience in the way of fire losses. 
At this writing we have apparently received no reply from you. 
In our May 17th letter we asked the following questions: 


The month and year of the loss. 

The number of bales on hand at the time of the fire. 
The number of bales damaged or destroyed in the fire. 
The amount of salvage, if any, from the damaged bales. 
The approximate total number of bales handled during 
the ten-year period, 

Was the plant sprinklered or non-sprinklered? 

If you sustained a loss, indicate cause, if known. 
What kind of insurance were you carrying? (Specific 
or Reporting?) 

Was settlement accomplished promptly and satisfac- 
torily? 

(10) List any suggestions you may care to make to be in- 
cluded in coverage. 
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So that we may complete our study and arrange the data 
to present to the Underwriters and also to enable us to argue 
for a more liberal form of coverage and perhaps at better 
rates, won't you please let us have information on the above 
ten points by return mail? 


The enclosed envelope which requires no postage may be 
used for reply. We should have your answer not later than 
June 20. 


Very truly yours, 


I uy 


Hives eLOnG; 
In Charge, Administration 
U. S. Warehouse Act. 


Enclosure. 





